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Protecting Your Peace of Mind 
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ISRAELI once spoke . . . in a far more tranquil era . . . of “‘the sweet 
| ee of the three per cents.” Today, in an age of hectic pace and 
endless economic cross-currents, such “sweet simplicity’? has vanished from 
investment technique. @The City Bank Farmers Trust Company, faced 
with modern financial complexity, maintains a custodian management ser- 
vice. @ This Company offers comprehensive, up-to-date methods of study 
and analysis . . . multiple contacts in the world of affairs . . . adequate 
facilities for safekeeping and handling . . . the counsel of investment spe- 
cialists . . . the close attention of trained officers. @It tries to under- 
stand your individual problem . . . to co-operate with you in a personal 
and human way .. . to conserve your property in its integrity ... to 
secure for you the maximum yield compatible with sound investment. 
@ It aims, with the aid of its broad experience of more than a century, 


to protect your income... your leisure . . . your peace of mind. 


to promote the layman’s consciousness of the value of Trust services 


City Bank Farmers 
cnanrins cz L7USE Company 


{ One of a series of advertisements appearing in the public press in order ] 


Head Office: 22 William Street, New York; Uptown Office: Madison Ave. at 42nd Street; 
Brooklyn Office: 181 Montague Street 





The Trust Fraternity Balance Sheet 


Adaptation to Recent Social and Economic Changes 


ROBERTSON GRISWOLD 


President, Trust Division, American Bankers Association, and Vice-President, 
Maryland Trust Company, Baltimore 


HE very nature of the fiduciary bus- 

iness renders it highly sensitive to 
changes in social and economic condi- 
tions, hence it would have been more 
than passing strange had the year 1937 
been lacking in new trust problems. It 
is a tribute to the trust men of this coun- 
try that they have never hesitated to face 
squarely the many difficulties which have 
seemed from time to time to threaten 
our future success, and judging from re- 
ports from widely scattered parts of the 
country, the past year may be entered on 
the records as another year of achieve- 
ment. 

If we were asked for something in the 
nature of a balance sheet listing the fa- 
vorable and unfavorable developments of 
the past year, we might note on our 
books the following items, and reversing 
the usual procedure, first give attention 
to the liability side of our ledger, in 
which the following entries would seem 
to be in order: 

(1) A confusing and unstable financial 
and monetary situation, resulting in a 
blurred investment picture, and making 
a night mare of efforts to formulate and 
maintain a consistent trust investment 
policy ; 

(2) The hardship caused beneficiaries 
by the decreasing income return from 
their trust estates, due to bond refund- 
ing operations and to the drying up of 
the capital markets, which has resulted 
in artificially high prices for prime se- 
curities, the supply of which has been 
diminishing in relation to the demand; 

(3) A continuance on the part of cer- 
tain governmental agencies of the ten- 
dency to impose more and more “paper 
work” on trustees, by requiring the filing 
of various and sundry statements, re- 
turns, reports, etc., many of which seem 
unnecessary and are “born to blush un- 
seen” in some governmental file. 


Turning now to the more favorable 
items as they appear on the asset side 
of our ledger for the year 1937, we might 
mention the following: 

(1) An improved attitude towards us 
on the part of the public generally, as is 
evidenced by an increasing demand for 
trust information, by a more favorable 
tone in both newspaper and magazine ar- 
ticles, and by the success which has been 
attendant upon the Trust Research Weeks 
so ably conducted in various localities by 
Gilbert T. Stephenson, Director of Trust 
Research, Graduate School of Banking. 

(2) The continuance of studies by the 
Committee on Costs and Charges of the 
Trust Division, by which an accurate 
and effective cost system may be devised, 
to the end that there may be a more 
equitable and uniform basis of compen- 
sation for fiduciaries of personal trusts; 

(3) A fine cooperative attitude on the 
part of some of our Federal Government 
agencies in helping us with our prob- 
lems, as exemplified by the Treasury 
Department’s simplification of the Fidu- 
ciary Income Tax Return, and by the’ 
helpful approach to a solution of the com- 
mon trust fund problem by the Board 
of Governors of the Federal Reserve 
System through their recent amendment 
of Regulation F; 

(4) An increasingly better under- 
standing with the Bar, with a still fur- 
ther opportunity afforded us by the 
formation within the American Bar As- 
sociation of a Trust Law Division of its 
Section on Real Property, Probate and 
Trust Law, the first meeting of which, 
held in Kansas City in September, was 
attended by some of the leading trust 
men in the country; 

(5) A welcome advance in the promo- 
tion of a closer relationship with life 
underwriters, stimulated in part by the 
formation in various cities of Life Insur- 
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ance and Trust Councils, of which there 
are nine now in existence, and several 
more in process of organization; 

(6) The outstanding success of The 
Graduate School of Banking at Rutgers 
University, where there is provided 
such an excellent trust education that we 
can be assured of the availability in the 
future of a well-equipped and well- 
trained trust personnel. 

Taken all in all, it is submitted that 
the above balance sheet shows that the 
trust business is continuing its forward 
advance, but that we cannot finally close 
our books for the year 1937 without an 
expression of appreciation to those trust 





men throughout the country who have 
contributed to still another year of pro- 
gress. Not only have the members of 
the various committees of the Trust Di- 
vision given unstintingly of their time 
and labor on behalf of a higher plane of 
fiduciary service, but thanks are also 
due for the many valuable and timely 
suggestions received from trust men 
who are not so intimately connected with 
the work of the Division. 

We anticipate that the forthcoming 
Mid-Winter Trust Conference in New 
York, February 15-16-17, will result in 
a further clarification of some of our 
present-day problems. 





The Council Idea 


Its Contribution to Estate Creation and Conservation 


O. SAM CUMMINGS 
President, National Association of Life Underwriters 


T IS always difficult to evaluate the 

relative importance of estate crea- 
tion and its conservation. Certainly, 
however, the talents and skills which 
must be employed in order that wealth, 
once created, can be conserved, are at 
least as rarely found as those talents 
which are required for the production 
of it. These facts ought to be impress- 
ed upon the public mind. 

The producer, that is, the creator of 
wealth—the man who accumulated 
property primarily to assure the dis- 
charge of the responsibilities which he 
has assumed toward his family and so- 
ciety, and secondarily to take care of 
himself perhaps in old age—must be 
brought to think in terms of conserva- 
tion as well as production or creation. 
When this occurs, the interest of the 
life underwriter on the one hand and the 
fiduciary institution on the other, and 
the knowledge which they have acquir- 
ed through years of experience, and 
study of the problems of many individ- 
uals, peculiarly qualifies them to hold 
forth their services as those most ade- 
quate and helpful in the solution of the 
individual’s problem. 


I have watched with a great deal of 
interest the development of the life in- 
surance and trust council idea and I 
believe that it is an ideal vehicle for 
implementing the cooperative movement 
between life underwriters and trust of- 
ficers. Through this medium there can 
be constructive expansion of our joint 
program. Only the controlling interest 
of the estate creator and his beneficia- 
ries must be kept in mind. Our mutual- 
ity of interest has no other foundation. 

This whole matter of necessity for 
refined and more comprehensive plan- 
ning has, of course, become most acute 
during the last 15 or 20 years for rea- 
sons well known to all of us. During 
this development period there has been 
of necessity some uncertainty and need 
for constant expansion of our joint 
knowledge of the entire subject. 

Those familiar with the attitude to- 
ward this comparatively new service and 
who know the history of these last few 
years, must feel as I do, that the splendid - 
cooperation between our two groups, 
their joint study for the purpose of de- 
termining how the public might better 
be served, the abilities which they have 
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displayed in rapidly discerning those 
things which were bad—and eliminating 
them; and those things which were good 
—and developing them, has done much 
toward improving the character of ser- 
vice. 

It is my hope and belief that contin- 
uing development over an ever larger 
area of the same type of cordial and in- 
telligently cooperative relationships 
which have already sprung up in a num- 
ber of cities will continue. 

The National Association of Life 
Underwriters is very happy, of course, 


with the work which has been done by 
our Committee for Cooperation with the 
Trust Division of the American Bank- 
ers Association. We realize, however, 
that no such results as had been obtain- 
ed to date could have been accomplish- 
ed had it not been for the fine calibre 
and fortunate choice in appointments 
to the Committee for Cooperation with 
Life Underwriters on the part of the 
Officers of the Trust Division. These 


appointments have been without excep- 
tion men of most excellent abilities. 





A New High in Ethical Standards 


Public Benefits From Lawyer-Trust Officer Cooperation 


ARTHUR T. 


VANDERBILT 


President, American Bar Association 


ORPORATE fiduciaries and _ the 

members of the bar are pledged to a 
common purpose—service to the public. 
Fortunately, through the combined ef- 
forts of the local bankers associations 
and local bar associations, the American 
Bar Association and the American Bank- 
ers Association, there now exists an ex- 
cellent spirit of cooperation. As a result, 
the combined knowledge and experience 
of both the corporate fiduciary and the 
lawyer are available to the public. 

In New Jersey, for example, the bank- 
ers and lawyers have agreed upon a 
“Statement of Principles Applicable to 
Corporate Fiduciaries and Members of 
the Bar.” At the Golden Jubilee Cele- 
bration of the New Jersey State Bar 
Association the guest speaker was Leslie 
G. McDouall, President of the New Jer- 
sey Bankers Association. A few years 
agu such a phenomenon would have been 
viewed with alarm, not only by the law- 
yers but. by the bankers. This situation 
is not peculiar to New Jersey—in many 
other states similar accord has been 
reached. 

It is heartening to observe that both 
the lawyers and corporate fiduciaries are 
constantly striving to increase the high 
ethical standards of their respective vo- 
cations. The American Bar Association, 
through its Section on Legal Education 


and Admissions to the Bar, has pre- 
scribed standards of legal education and 
has established a list of accepted law 
schools, to the end that the oncoming 
generation of lawyers may be more ade- 
quately prepared to serve the public. 

The Trust Division of the American 
Bankers Association is expending much 
time and effort in the study of methods 
to improve trust administration and to 
promote a better understanding thereof 
by the public. The Section of Real 
Property, Probate and Trust Law of the 
American Bar Association is devoting 
itself to the same ends. The Graduate 
School of Banking is doing splendid work 
in promoting a greater appreciation of 
the responsibilities of trust administra- 
tion. 

With the ever increasing number of 
tax problems with which we are today 
confronted, the greatest care and skill 
is required in the drafting of wills and 
trust agreements and in the manage- 
ment of trust estates. 

Both banker and lawyer must contin- 
ually bear in mind that the progress 
which has been made in this peculiarly 
involved field of service can only be main- 
tained by a continual striving for in- 
creased skill and efficiency and by the 
constant exercise of the highest ethical 
standards. 
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SPECIALIZING IN 
FIDUCIARY SERVICE 


@ Since 1889 The Northern Trust Company has served capably 


in matters o f probate, estate mana gement, cor porate trusts, an d 
all other types of fiduciary work. The experience of this in- 


stitution is always at your disposal. Inquiries are ‘invited. 


THE NORTHERN 
TRUST COMPANY 


NORTHWEST CORNER LASALLE AND MONROE STREETS » CHICAGO 























Realistic Tax Revision 


A Compendium of Analyses by Fiduciaries of Tax 
Principles and Administration 


Digested by 
FRANKLIN S. EDMONDS and J. WARREN BROCK 


of Edmonds, Obermayer and Rebman, and 
Counsel for the Trust Company Division, Pennsylvania Bankers Association 


In his budget message to the first regular session of the Seventy- 
Fifth Congress, President Roosevelt pointed out the need of a thorough- 
going revision of the federal tax laws, and that task is one of the major 
problems with which the Congress now in session is struggling. In the 
hope of being of service both to trust companies and to the public authori- 
ties upon whom falls the burden of making the revision, Trust Companies 
Magazine during the past year, endeavored to assemble representative 
views of the nation’s leading corporate fiduciaries (as an impartial group 
most experienced in estate and trust taxation), upon this all-important 
subject. To this end, letters were addressed to a selected group of repre- 
sentative trust companies, requesting criticisms of the present Federal 
tax laws, and suggestions as to the revision of them. The present article 
represents an attempt to analyze the responses received to these letters, 
and to summarize the criticisms and suggestions contained in them.— 


Editor’s Note 


LTHOUGH not large in number, 
fX< every section of the United States, 
and trust institutions both large and 
small were fairly represented in the 
replies to this survey. Moreover, the 
very nature of the replies received com- 
manded respect. They clearly indicat- 
ed that the writers had given serious 
thought to the problems, and their ap- 
proach was from the practical, rather 
than the theoretical, standpoint. No 
time was wasted complaining about the 
burden of federal taxation, all appar- 
ently accepting the fact. that, of ne- 
cessity, that burden will continue heavy 
into the indefinite future, and accord- 
ingly, they directed their attention to 
the problems involved in carrying and 
distributing the burden. In every case, 
the evident purpose of the writer was 
to be helpful, constructive suggestions 
far outnumbered criticisms, and the 
criticisms were tempered rather than 
bitter. Consequently, the composite 
opinion made up from these replies 
merits careful consideration. 


It would be impossible within the 
scope of this article even to mention all 
of the criticisms and suggestions con- 
tained in the replies. Moreover, no 
effort has been made to tabulate the 
number of replies supporting or oppos- 
ing any given proposition. Such a tab- 
ulation would be valueless, since many 
writers refrained from expressing opin- 
ions upon major propositions, believing 
them to have received adequate criti- 
cism and discussion elsewhere. How- 
ever, an attempt will be made to set 
forth as fairly and accurately as pos- 
sible, what are believed to be the more 
important matters mentioned in the 
replies, it being understood that the 
following criticisms, suggestions, and 
comments are those of the writers of 
the replies, unless otherwise indicated, 
in which the authors of this article 
may or may not concur. 


Broaden The Tax Base 


HE replies indicated that the trust 
companies are st~ongly in favor of 
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a broadening of the federal tax base, 
a measure long advocated by the lead- 
ing tax authorities of the nation. This 
policy v~3 urged not only as an addi- 
tional source of revenue, and as a 
means of making ail residents “tax con- 
scious,” but in addition, it is appar- 
ently believed that revision in this man- 
ner can no longer be delayed as polit- 
ically inexpedient—it has become a 
vital necessity. 


The suggestions as to methods of 
carrying this doctrine into effect were 
interesting and _ instructive. Many 
would reduce the personal exemptions 
allowed for income tax purposes. In 
addition, some would increase the in- 
come tax rates in the lower brackets, 
while others felt that the present rates 
up to $10,000 were heavy enough. And, 
among other suggestions, may be men- 
tioned a tax on gross income, a mini- 
mum income tax, and a tax of 1% on 
payrolls, presumably to be deducted 
from the employees. However, there 
was greater support for general federal 
sales tax on the grounds that it would 
accomplish the same, if not better, re- 
sults; that it would be less painful to 
the taxpayer; and that it would be more 
easily administered. 


Some writers suggested a general fed- 
eral sales tax with a provision for re- 
funds to the state on some equitable 
basis, similar to the arrangement ex- 
isting under the present federal estate 
tax law,—a suggestion that should re- 
ceive serious consideration. 


Tax Exempt Securities — Strongly 
supported was the suggestion that the 
federal government should be permit- 
ted to tax state and municipal securi- 


ties, and vice versa. In other words, 
future issues of tax-exempt securities 
should be eliminated, and if that re- 
quires an amendment to the federal 
constitution, as is suggested by the 
Lonergan Amendment now pending in 
the Senate, then all should unite in its 
support. By the same token, the ex- 
emption of state employees from fed- 
eral taxation, and the converse situa- 
tion, were strongly condemned. 


Although the various suggestions re- 
ceived cover such a broad field that it 
is difficult, if not impossible, to classi- 
fy them with any degree of satisfac- 
tion, two other suggestions were made 
which can be included in the present 
category, since their adoption would 
result in increased revenue for the fed- 
eral government. 


Community Property—First, com- 
plaint was made that a husband and 
wife domiciled in one of the eight so- 
called Community Property Law states* 
receive an unfair preference, under the 
federal income tax laws, over a husband 
and wife, similarly circumstanced, but 
domiciled in one of the other forty 
states. For example, on a combined in- 
come of $10,000 a husband and wife in 
a Community Property Law state would 
pay a federal income tax of $456, 
whereas a husband and wife in the 
same situation but living in one of the 
other forty states would have to pay a 
tax of $688,—an increase of $232. On 
an income of $100,000 the difference 
in tax would amount to $14,612—$33,- 
988 as against $19,376. It was suggest- 
ed that for federal income tax purposes, 
husbands and wives in Community Pro- 
perty Law states should be taxed the 
same as in the other states. 


Second, it was urged that under the 
federal estate tax laws, life insurance 
receives an undue preference. For ex- 
ample, if a decedent had $80,000 of life 
insurance payable to his widow, and no ° 
other property, there would be no fed- 
eral estate tax, but if he had left $80,- 
000 in property, $40,000 would be tax- 
able. Again, it was pointed out that a 
man can procure a $100,000 life insur- 
ance policy, make it irrevocably pay- 
able to the beneficiary, pay $5,000 a 
year premium thereon, and thus avoid 
both the gift tax and the estate tax. 
Under such circumstances, it was be- 
lieved that the federal estate tax, (or 
possibly a separate tax), imposed on 
the proceeds of the insurance policies, 
should be considered. 


*Louisiana, Texas, New Mexico, Arizona, Cal- 
ifornia, Nevada, Washington and Idaho. 
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Capital Gain and Loss—Undistributed 
Earnings Tax 


HE consensus, as indicated in the 
‘replies, was very strongly in favor 
of the elimination of the capital gain 
and loss provisions from the income tax 
law. This again is a’measure which 
has long been urged by leading tax 
authorities, and the replies here con- 
sidered added but little to the familiar 
arguments which have been repeatedly 
advanced in support of its adoption. 


It is worthy of mention, however, 
that in almost every instance, the 
writer, fearing that the capital gain 
and loss provisions would be retained, 
pleaded for their simplification. One 
writer estimated that 75% of the time 
and effort required in keeping income 
tax records, and preparing returns, was 
expended in connection with the deter- 
mination of capital gains and losses. 
Another pointed out that the determin- 
ation of the amounts of capital gains 
and losses was one of the most frequent 
sources of controversies between tax- 
payers and the internal revenue agents, 
the adjustments of which often result- 
ed in a feeling of irritation on the part 
of the taxpayer. 


Complaint was also made of the com- 
plexity of the record-keeping and ac- 
counting involved because of the re- 
quired application of the “first in, first 
out” rule in the case of sales of secur- 
ities acquired in separate transactions 
over a period of time, and the equally 
difficult problem arising in connection 
with the issuance, exercise or disposal 
of stock rights. As to the latter prob- 
lem, one writer suggested that stock 
rights should be treated as follows: if 
the rights are exercised, the average 
cost of the old and the acquired shares 
of stock should be used as the cost base 
of all the shares; if the rights are sold, 
the cost basis of the shares of stock 
held should be decreased by the amount 
realized on the sale of the rights. Of 
course, these criticisms of the present 
law relating to capital gains and losses 
are cogent arguments for the elimina- 
tion of the provisions entirely, and were 
evidently so intended by the writers. 





The replies also indicated that the 


writers were equally, and perhaps 
more strongly, opposed to the tax on 
undistributed earnings, with a possible 
exception in the case of personal hold- 
ing companies. In this situation also, 
the replies, for the most part, echoed 
the criticisms and objections to the tax 
which have been so often discussed 
that no effort will be made to repeat 
them here. 

It may be said, however, that the tax 
is regarded as being particularly ob- 
jectionable in its effects upon trust 
estates. One writer pointed out that 
the tax would necessarily result in un- 
even distributions of income over a per- 
iod of years, and that a severe curtail- 
ment of income following a year or 
more in which abnormally large distri- 
butions had been made, would cause 
dissatisfaction on the part of the in- 
come beneficiaries, if not actual hard- 
ship, and that in either event, the trus- 
tees would feel the effects of the result- 
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ing criticism, however blameless they 
might be. 


Improve “Mechanics” of Tax System 


NUMBER of the suggestions re- 
a ia were directed toward the 
improvement of what may be called, 
for want of a better name, the “mech- 
anical” aspects of the federal tax sys- 
tem. For example, one writer pointed 
out that the basic federal estate tax 
law is contained in the Revenue Act of 
1926, but that the Revenue Acts of 1928, 
1932, 1934, 1935 and 1936, each amend- 
ed or revised the original Act in some 
respects. Of course, the same situa- 
tion prevails, and was suggested, with 
respect to the income tax laws. Com- 
menting on this situation one trust offi- 
cial said: 


“As new revenue acts are passed, con- 
siderable difficulty is often. encountered 
in determining whether certain sections 
have been amended or superseded or 
whether they have been repealed and 
then re-enacted in a changed form. An 
exhaustive and painstaking re-drafting 
and compilation of all federal revenue 
laws would be distinctly helpful and de- 
sirable in the interests of both the tax- 
payer and of the officials charged with 
tax administration. Although the pres- 
ent structure of the laws is highly com- 
plex and involved, and although the work 
of clarification and restatement will 
necessarily be a laborious and difficult 
task, its fruition should fully compen- 
sate for the efforts entailed.” 


For these reasons, the writers urged 
a general codification of both the in- 
come and the estate tax laws, and the 
plea, rather than the hope, that once 
the general structure of the federal 
tax laws was thus satisfactorily estab- 
lished, it should be permitted to stand, 
unaltered, on a more or less permanent 
basis, the thought apparently being 
that it would then only be necessary to 
change the tax rates as indicated by the 
fiscal needs of the government. 


Settlement Delay—In this classifica- 
tion may also be mentioned the com- 
ments as to the time required in pro- 
curing final audits of both income and 
estate tax returns, where prompt action 


is desirable, as for example the final 
audit of a. decedent’s, or a decedent’s 
estate’s income tax return, or the re- 
turn of a corporation in liquidation, or 
a federal estate tax return. It was 
pointed out that in these situations, a 
final audit of an income tax return can 
be procured, upon request, in eighteen 
months after the filing of the return, 
under Section 275 (b) of the Revenue 
Act of 1936, and of an estate tax re- 
turn within one year after the return 
was filed, under Section 313 (b) of the 
Revenue Act of 1926. 


Since final settlement must await 
final tax determinations, the settle- 
ments must be delayed, or reserves held 
to meet possible tax liability, either 
procedure being unsatisfactory and an- 
noying to the parties involved. The 
hope was expressed that the time per- 
iod could be reduced to three or six 
months in the case of estate tax re- 
turns, and to one year, or possibly ten 
months in the case of income tax re- 
turns, it being appreciated that final 
audits of income tax returns might have 
to be held up until the various inform- 
ation returns having connection there- 
with had been filed and made available. 


A somewhat similar suggestion re- 
lated to the problem of filing returns 
for fractional periods of a year, as from 
January Ist, to the date of a decedent’s 
death. In such a case, even if a return 
is filed promptly, final distribution can- 
not be made until it has been ascertain- 
ed that Congress will not change the 
existing law retroactively to the first of 
the year. It was suggested that the 
rule should be that a return is to be 
governed by the law in effect when 
the return is filed. 

Another suggestion of this character 
was that a return should be prepared 
for fiduciaries combining the informa- 
tion return on Form 1041, and the tax- 
able income return on Form 1040 or 
1040A. Similarly, it was suggested shat 
the corporation income tax return, 
Form 1120, and the federal capital 
stock tax return be combined, these re- 
turns being closely related in any 
event. 
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It is to be noted that the regula- 
tions for 1937 authorized a return for 
fiduciaries combining the two forms 
suggested above, but that inasmuch as 
many fiduciaries keep the income ac- 
counts of their trusts in one book and 
the capital account in another, it has 
been found cumbersome to use one re- 
turn for both classes of information. 
On this question the experience of the 
trust companies is invited. 


As is readily understandable, how- 
ever, most of the comments in this 
group were directed at simplification 
in general, and the lessening of the 
burden of determining and reporting 
the burden of taxation. Simplify the 
forms,—eliminate unnecessary, and 
very often, unused, schedules requir- 
ing detailed information,—simplify the 
regulations so that they are intelligible 
to laymen,—and, at least, in the case 
of banks and trust companies, which 
necessarily must keep accurate books 
and records, which are always open for 
examination, put the burden of filing 
income tax returns, and paying the tax, 
upon the beneficiaries, and only require 
the fiduciary to file such information 
returns as are absolutely necessary. 


Considering the large volume of trust 
business being conducted by the trust 
companies throughout the country un- 
der governmental supervision, and con- 
siderating also that any additional duty 
imposed upon fiduciaries or additional 
returns required, necessarily places a 
very heavy burden of labor and detail 
upon the trust companies, there would 
seem to be considerable merit in the 
suggestion that such institutions could 
be relieved of some of the requirements 
placed upon individual fiduciaries. 


Clarification and Revision Urged in 
Particular Situations 


T IS not surprising that the writers 
Li the letters under consideration, 
whose daily work involves the actual 
application of the tax laws and the so- 
lution of tax problems, are vitally in- 
terested in having the law made cer- 
tain so that it can be applied with some 
degree of certainty. If the law applic- 
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able to a particular situation is uncer- 
tain or obscure, the writers feel that 
it should be clarified promptly, and im- 
patience is expressed at the necessity 
for awaiting court decisions to settle 
doubtful points. By the same token, 
the writers referred to a number of 
situations in which the belief was ex- 
pressed that the law, or its application, 
was illogical, contradictory or inequit- 
able. It would seem: that certain of 
these situations could be remedied as a 
matter of administration of the tax laws, 
but if the administrative authorities 
cannot, or will not, correct them, or if 
it seems probable that the final solution 
of a problem must await clarifying 
court decisions, with an intervening 
period of doubt and uncertainty, the 
writers urged speedy relief in the form 
of clarification, amendment or revision 
of the tax laws. 

Among such situations which were 
referred to in the replies received, may 


be mentioned the following: 
(Continued on page 69) 
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MAIN OFFICE: YD NEW YORK OFFICE: 


177 Montague Street y ie “3 26 Broad Street 
Brooklyn, N. Y. ew New York, N. Y. 


Summary of Statement at the Close of Business, 
December 31, 1937 


RESOURCES 


Cash on Hand and due from Federal 
Reserve Bank and Other Banks $46,071,005.44 
U.S. Government Securities .. 26,446,813.24 
State and Municipal Bonds . . 3,429,885.44 
Other Securities . . ae 11,074,451.96 
Call Loans and Bankers Acceptances 6,614,000.00 
Demand Loans Secured by Collateral 8,403,976.30 $102,040,132.38 
Time Loans Secured by Collateral . . . . . 4,036,563.19 
Bills Purchased ha a ee 14,106,325.92 
Loans on Bonds and Mortgages ee hee ae 2,051,490.67 
Bank Buildings a aoe a oe a 4g 5,640,540.11 
Other Real Estate .. nae ee 1,599,268.81 
Customers Liability on Acceptances e> <a wlae otb.. oe 34,042.62 
I y= st cae ee + tay, et, ie ae 252,760.54 
$129,761,124.24 








LIASILITIES 


EE 6 ee eae eR ee ee st 6 Eee 
Surplus. -. er te a. ae oe ee ce 4,300,000.00 
ON Oe ee 1,369,947.59 
Reserves . . Ce, en ee 1,058,921.79 
Deposits . gn an eA 114,514,936.01 
Dividend payable January 3 1938 ee ee 164,000.00 
Outstanding Acceptances . . a ee ae 34,042.62 
I kk ce! ge Oe ae kk a 119,276.23 

$129,761,124.24 








As required by law, United States Government and State and Municipal bonds carried at 
$8,398,635.88 are pledged to secure public deposits and for other purposes. 


One of the Oldest Trust Companies in the United States 


MEMBER FEDERAL RESERVE SYSTEM AND FEDERAL DEPOSIT INSURANCE CORPORATION 





Common Trust Fund A Reality 
Administrative Aspects of Federal Reserve Regulation F 


GEORGE C. BARCLAY 
Assistant Vice President, City Bank Farmers Trust Company, New York City 


N December 24th, 1937, the Board 

of Governors of the Federal Re- 
serve System announced the adoption 
of an amendment to Regulation F, 
which amendment authorizes the es- 
tablishment and maintenance of com- 
mon trust funds by national banks. 
This event had been looked forward to 
with anticipation by trust men through- 
out the country, and the amended reg- 
ulation which became effective the last 
day of the year proved on the whole to 
be a most satisfactory and welcome 
holiday present to the trust depart- 
ments of banks in this country. 

In analyzing the new regulation 
(which is Section 17 of.Regulation F) 
it is not the writer’s intention to en- 
deavor to take the place of a lawyer 
in construing the language used, nor 
is it possible for the writer to discuss 
its effect on circumstances existing in 
states other than New York. There 
are, of course, no interpretations by 
the Board as yet of any portions of the 
regulation which are susceptible of dif- 
ferences of opinion. Consequently, 
what is said in this article should be 
taken to represent the writer’s per- 
sonal opinion only. However, it is his 
belief that a description of how com- 
mon trust funds may operate in New 
York in the light of Federal Regula- 
tions will be helpful to trust compan- 
ies wherever situated. 


Application to State Banks 


It should be made entirely clear why 
a regulation by the Federal Reserve 
Board concerning national banks is of 
importance to state banks, whether or 
not they are Federal Reserve members. 
The answer is that Section 169 of the 
Federal Revenue Law of 1936 provides 
that common trust funds shall not be 
taxed as separate entities provided they 


are maintained in conformity with rules 
and regulations of the Board of Gov- 
ernors of the Federal Reserve System. 
Therefore, if a common trust fund 
created and maintained by a state bank 
is to be certainly free of federal taxa- 
tion as a corporation, association or 
otherwise, it must conform to the Fed- 
eral Reserve regulations affecting na- 
tional banks. 

The new regulation permits the col- 
lective investments of trust funds 
“whenever the laws of the state in 
which the national bank is located 
authorize or permit such investment by 
state banks.” The word used is “laws” 
not “statutes.” It thus appears to be 
implicit in the regulation, and compet- 
ent lawyers so believe, that the word 
“laws” means not only statute law but 
also common law as built up by court 
decisions. Thus in New York a sta- 
tute (Section 100 (c) of the Banking 
Law, enacted at the 1937 session of the 
legislature) specifically authorizes the 
maintenance of common trust funds 
pursuant to the provisions of that sta- 
tute as supplemented by regulations of © 
the Banking Board. 


Powers in Trust Instruments 


On the other hand, the common law 
of New York permits a testator or set- 
tlor of a trust to give his trustee such 
discretion in the making of investments 
as he may choose, and so the testator 
or settlor may by specific language 
grant his trustee authority to invest 
funds of his trust collectively with the 
funds of other trusts. In the absence 
of such language, however, the trustee 
would be forbidden by the common 
law to mingle the assets of one trust 
with those of another. This same inter- 
pretation of the common law doubtless 
exists in most if not all of the states, 
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and to the extent that it does a com- 
mon trust fund would not be available 
to existing trusts in the absence of a 
permissive amendment or an authoriz- 
ing statute. 

Thus a bank in New York may create 
a common trust fund pursuant to the 
Banking Law and that fund by the 
terms of the statute will be available 
to any trust, existing or future, unless 
the language of the instrument speci- 
fically forbids. The investments of 
such a common trust fund are limited 
by statute to certain securities on the 
so-called “legal list” as it existed Jan- 
uary 1, 1937. The Federal Reserve 
Board, however, properly did not place 
any restrictions on the character of 
the investment which might be made 
by a bank maintaining a common 
trust fund pursuant to its  regula- 
tions as this is a matter which con- 
cerns the local law. In consequence, 
it will also be possible in New York 
to maintain a common trust fund the 
assets of which may be invested in 
stocks as well as bonds, if participa- 
tion in such a fund is limited to trusts 
granting specific authority to the trus- 
tee to participate. Both such funds 
would be free of separate taxation in 
New York by virtue of the specific 
terms of Section 365 (a) of the Tax 
Law of that state. 


Strictly Trust Relationship Essential 


A common trust fund may be used 
only by a bank for fiduciary accounts on 
which it is a trustee, executor, admin- 
istrator or guardian. The regulation 
does not specifically include or exclude 
from participation in the common trust 
fund those trusts of which the bank is a 
co-fiduciary. It seems, however, that 
the language is sufficiently broad to in- 
clude them. The New York statute 
specifically includes funds held by a bank 
as a co-trustee and such trusts therefore 
would appear to come within the Federal 
regulation since “the laws of the state 
*** authorize *** such investment by 
state banks.” 

- It is not possible for a trust of which 
the A’ bank is trustee to participate in 


a common trust fund maintained by 
the B bank, nor can any custodian 
client or other individual invest his 
funds in a common trust fund. Further- 
more, an interest in a common trust 
fund is specifically not negotiable or 
assignable. The bank itself may not 
have any interest in a common trust 
fund but the regulation contains a reas- 
onable provision to the general effect 
that this prohibition does not apper- 
tain to a situation where the bank ac- 
quires a participation therein more or 
less under compulsion; but in such case 
the bank’s interest must be withdrawn 
at the next valuation date. 


One problem which gave serious con- 
cern to the Federal Reserve Board and 
its legal staff while the regulation was 
in the course of preparation, was how 
to prevent what they felt might be an 
abuse of the fund on the part of per- 
sons who might utilize it merely as an 
investment trust in the sense of that 
term as applied to funds evidences of 
interest wherein are sold on the public 
markets. There was a feeling that in- 
dividuals might through the form of a 
trust obtain participations in a com- 
mon trust fund and might then act to 
the detriment of the common trust fund 
by withdrawing therefrom under cir- 
cumstances which might either cause 
a “run” on the fund or result in the 
withdrawing trust obtaining a prefer- 
ence of some kind. 


Restrictions on Acceptance of Funds 


Several provisions of the regulation 
are intended to prevent such contin- 


gencies. In the first place the trust 
investment committee of the bank 
maintaining the fund may not permit 
the funds of any trust to be invested 
in a common trust fund “if the com- 
mittee has reason to believe that such 
trust was not created or is not being 
used for bona fide fiduciary purposes.” 

It is believed that any trust under a 
will is created for a bona fide fiduciary 
purpose and it is further believed that 
almost any irrevocable living trust, and 
any revocable living trust where pro- 
visions are made for a man’s wife, 
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children or other relatives consistent 
with his duties to his family, would 
also be considered a bona fide trust. 
On the other hand, a trust made by A 
with the income payable to him for 
life and on his death the principal pay- 
able to his estate unless the trust has 
been previously revoked, which was one 
of a series of trusts all similar in form 
and substance, might be considered to 
be one not created for a bona fide fidu- 
ciary purpose. 


There are other provisions intended 
to protect the fund from misuse. For 
example, no trust may have an interest 
in a common trust fund in excess of 
10% of the value of the fund’s assets 
at the time of investment. In other 
words, there can never be less than 
ten trusts interested in a common trust 
fund and thus no trust can obtain a 
dominating position therein. 

Furthermore, provision is made to 
prevent a withdrawing trust from ob- 
taining a preference by virtue of the 


requirement that no cash distribution 
can be made if at the time thereof there 
remains in the common trust fund a 
security which would be an unlawful 
investment for any one of the trusts 
then participating in the fund. Any 
such unlawful investment must be sold, 
distributed in kind, or segregated in a 
liquidating account, and the cash dis- 
tribution made only with respect to the 
lawful investments. 


Investment Duties Under Set Plan 


The regulation requires that a com- 
mon trust fund be established in ac- 
cordance with a written plan approved 
by resolution by the bank’s board of 
directors and approved in writing by 
competent legal counsel. The regula- 
tion states clearly the matters which 
must be included in the plan and re- 
quires that a copy be made available 
for inspection at the bank and be sent 
upon reasonable request to any person 
having an interest in the fund. 
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It was suggested to the legal staff 
of the Federal Reserve Board that a 
written plan should not be required in 
cases where common trust funds are 
established pursuant to as detailed a 
statute as Section 100 (c) of the New 
York Banking Law. For various rea- 
sons this suggestion did not meet with 
approval, but it seems likely that a 
reprint of the statute with such addi- 
tional provisions as may be necessary 
or desirable would constitute a satis- 
factory plan for a common trust fund 
established pursuant to the statute. 


One of the aspects of the regulation 
which is worthy of note is the care 
taken by the Board to define the man- 
ner in which the facts are to be deter- 
mined in any case where a course of 
action depends upon the existing con- 
ditions. In each instance the regula- 
tion requires that the trust investment 
committee of the bank shall consider 
and determine such conditions. For 
example, the trust investment commit- 


tee must determine what trusts may 
participate in a common trust fund, and 
it must also determine that at the time 
of such investment the securities com- 
prising the common trust fund are 
such in which the participating trust 
may lawfully invest. Furthermore, the 
committee is charged with the duty of 
determining the value of the assets of 
the common trust fund for purposes 
of participation and withdrawal. 

It is also required to determine what 
percentage of the value of the assets is 
composed of cash and readily market- 
able securities. A footnote to the reg- 
ulation gives a rather difficult defini- 
tion of a readily marketable security 
as being one “which is the subject of 
frequent dealings in ready markets 
with such frequent quotations of price 
as to make (a) the price easily and 
definitely ascertainable and (b) the 
security itself easy to realize upon by 
sale at any time.” The first of these 
requirements does not present much of 
a problem, but, as a practical matter, 
we all know that securities generally 
considered readily marketable have on 
occasion been extremely difficult to 
realize upon. 


Flexibility—With Audit Control 


Thus the Federal Reserve Board has 
created a practical method by which to 
control and regulate the establishment 
and maintenance of common trust 
funds without such inflexibility and 
rigidity as to render their maintenance 
impractical. It would seem that if the 
trust investment committee determines 
in good faith any of the matters which 
it is required to pass upon, and if it 
finds that the conditions are such as 
to permit a certain course of action, 
then, although its judgment may be 
mistaken, nevertheless it may not be 
said that the fund has not been main- 
tained pursuant to the regulations of 
the Federal Reserve Board and so de- 
prived of the advantages of Section 169 
of the Revenue Act of 1936. 

A provision is made in the regula- 
tion for an annual audit of the com- 
mon trust fund, such audit to be made 
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by auditors responsible only to the 
board of directors of the bank, and the 
expense of such audit being chargeable 
to the common trust fund. This re- 
quirement caused considerable discus- 
sion while the regulation was in the 
course of preparation. It was felt by 
some that an unnecessary burden of 
expense was being put on the fund. It 
was also thought that where, as in the 
case of the New York Banking Law, 
statutory provision is made for an an- 
nual judicial accounting, a further 
audit ought not to be necessary. The 
Federal Reserve Board apparently felt 
that the trust beneficiaries would re- 
ceive greater or additional protection 
from an independent audit than could 
be obtained in an accounting pursuant 
to usual judicial process alone. 


In: this connection it would appear 
that an audit could be made by the 
bank’s own auditors at no expense to 
the fund if such auditors are respon- 
sible for their work only to the Board 
of Directors. On the other hand, if the 
bank desires to retain independent 
public accountants this may be done 
and the cost of their services charged 
against the common trust fund. 


Notice to Interested Parties 


One troublesome feature of the reg- 
ulation is that the bank is required, at 
the time of making the first investment 
of funds of a trust in a participation in 
any common trust fund, to send a no- 
tice of such investment “to each per- 
son to whom an accounting ordinarily 
would be rendered.” Furthermore, the 
bank is required without charge to send 
a copy of the annual audit or a notice 
that the report is available “to each 
person to whom an accounting of the 
trust participating in the common 
trust fund ordinarily would be rend- 
ered.” 

It is obvious that this cannot mean 
all persons who might at any time have 
a possible interest in the trust and 
hence have to be cited on a judicial 
accounting, because banks do not or- 
dinarily render statements to such per- 
sons, and besides, it would be absolute- 
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ly impossible to know who they are 
from time to time. Therefore, the re- 
quirement must mean that the notice 
and reports must be sent to those per- 
sons to whom the bank would ordin- 
arily send periodic statements with re- 
gard to the trust. This would include 
life beneficiaries, guardians of infants 
and others interested in the income and 
such persons interested in principal, 
such as grantors and perhaps vested 
remaindermen, as the bank may in 
practice furnish with statements from 
time to time. 


Valuation and Withdrawals 


Very wisely the Federal Reserve 
Board does not lay down any particular 
method for valuing the assets of a com- 
mon trust fund. It is left to the bank 
to set up a fair method in the plan. 
This appears sensible not only because 
there are undoubtedly several methods 
of valuation which have elements of 

(Continued on page 63) 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 
Statement of Condition, December 31, 1937 


RESOURCES 


CasH AND DUE FROM BANKs . ... . . . « « $ 708,039,850.53 


U. S. GOVERNMFNT OBLIGATIONS, DIRECT AND FULLY 
GUARANTEED. . oe} ee oe 603 ,362,028.86 


STATE AND MUNICIPAL SECURITIES ....... 81,129,409.14 
OTHER BONDS AND SECURITIES ........ 162,019,139.60 
Loans, DiscoUNTs AND BANKERS’ ACCEPTANCES . . 728,522,484.20 
rs ke a ee ee Oe ce 36,520,660.45 
a a a 6,141,828.32 
ES ee ee 11,726,121.33 
CusToMERS’ ACCEPTANCE LIABILITY. . .... . 23,646,601.27 
og ee at eae Se a ee 14,271,287.35 

$2,375,379,411.05 





LIABILITIES 
CapPITAL FuNDs: 


CapiTaAL Stock. . . . . . . $100,270,000.00 
SUemEwe kl tl tl hl hl tl cl el COI 
UNDIVIDED PROFITS .... . 31,120,741.37 

$ 231,660,741.37 
RESERVE FOR CONTINGENCIES. . ....... 16,969,701.49 
RESERVE FOR TAXES, INTEREST, ETC. . . ... . 1,551,746.20 
ee ee ee a ee ee 
ACCEPTANCES OUTSTANDING ......... 25,707,614.28 


LIABILITY AS ENDORSER ON ACCEPTANCES AND FOREIGN 
CN se 8 Se ee ee we ae oe ow BY 8 23,637 ,678.41 


ne ee ae ae og 5,862,414.18 
$2,375,379,411.05 





United States Government and other securities carried at $152,427,444.32 are pledged to 
secure public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 


k 





Protection for Real Estate Assets 


A Modern System of Management for Smaller Trust 
Departments 


JULIUS KEMMER 
Trust Comptroller, The First National Trust and Savings Bank of San Diego, Calif. 


N California the ratio of property 

owners to population indicates the 
most extensive distribution of any sec- 
tion of the United States. 

From the fact that nearly everyone out 
here owns at least one small piece of the 
earth’s surface, it necessarily follows 
that practically every probate estate, 
guardianship, or trusteeship under a will 
that is large enough to justify a bank’s 
appointment brings into its trust depart- 
ment one or more parcels of real estate. 

The problem, therefore, of administer- 
ing real estate in a trust department, 
such as ours, where a separate real es- 
tate division of the department is not 
yet justified, calls for a compact yet ade- 
quate set of records, and a well-outlined 
system for administration. Possibly the 
method worked out by our office will be 
of interest to like institutions carrying 
on an average of not to exceed 250 sep- 
arate parcels of improved and unim- 
proved property. 


Form Review and Revision 


Before discussing the forms and pro- 
cedure for this specific phase of the work 
permit a few general observations on of- 
fice routine: 

We are not chary about developing 
and using as many forms as serve a use- 
ful purpose, neither do we hesitate to 
scrap a form the moment it has outlived 
its usefulness. We revise forms, or at 
least review them, frequently. We think 
if a form can be modified to good purpose 
that it should be done then and there, 
and not put over until any remaining 
stock on hand is exhausted. We are not 
afraid of overdoing the use of colored 
stock for the many routine forms, but we 
endeavor to select the colors intelligently 
to facilitate handling and filing. 


A scrutiny of our real estate forms, in 
the sequence in which they are used, vir- 
tually tells, without detailed explanatory 
remarks, how we handle this class of as- 
sets. The first step on ascertaining that 
we are to be charged with a parcel of 
real estate is to make up a sort of an 
opening docket or work sheet, as illus- 
trated in Form 1—the Real Estate Dock- 
et. 


REAL ESTATE RECEIVED 


Lot 

Block 

Tract 
Location 

How Received 


Date Checked 


Trust No. 

Parcel No. 
Name 
Capacity 
Title In 


Duty 


_ Journal Entry Made 
Asset Ledger Sheet Opened 
_ Field Report Opened 
Real Estate Kardex Made 
Street Address Chaindex Made 
_... Fire Ins. Tickler Cards Made 
_ Public Liability Ins. Ordered 
Tax Agency Service Ordered 
Rent File Cards Made 
Rent Tickler Card Made 
Real Est. Map Marker Posted 
Real Estate Folder Opened 
Liability Ledger Sheet Opened 
_... Liability Tickler Cards Made 
. Real Estate Appraisal Ordered 
Fire Ins. Appraisal Ordered 
Termite Inspection Report Or- 
dered 
Change of Address on Water 
Bilis 
Tax and Assessment Status 
Posted 
Change of Address on Street 
Bonds 
.. Furniture Inventoried 
Keys Received and Racked 
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Real Estate Appraisal Rec’d & 
Posted 
Photographs Received 
Insurance Appraisal Rec’d & 
Checked 
Termite Report Rec’d & Acted 
On 
. Renovation and Improvements 
Ordered 
Field Report Returned and 
Posted 
.. Sale Price Established and Ap- 
proved 
.. Real Estate Sales Book Sheet 
Posted 
Approved for Filing: 
Trust Comptroller 


Forms 2 and 3 represent the obverse 
and the reverse sides of the Asset Ledger 
sheet, which is uniform in size and gen- 
eral arrangement with our other classi- 
fications of asset ledger pages. The ob- 
verse provides for the usual descriptive 
matter on acquisition, rent payments, in- 
surance policies, etc., while the reverse 
lists taxes and improvement bonds, pay- 
ments, and depreciation. 


I'he Memo Liability page, Form 4, is 


used to reflect any mortgage, trust deed 
or chattel mortgage that may be a lien 
on the parcel. These asset ledger pages, 
with those of other assets, are kept in 
metal tray ledgers on convenient mov- 
able stands. Prepunched holes are 
merely for convenience later when the 
pages are cleared from the active tray 
ledgers to the closed files in transfer post 
binders. 


The Field Report Work sheets, Form 5 
(data same as Form 13) for an improved 
parcel, and Form 6 for an unimproved 
property, are printed on inexpensive 
stock, as they are only memo copies for 
the field notes of the department repre- 
sentative making the first physical in- 
spection of the property. 


Indexing System 


We use visible card index files exten- 
sively in the department, and Form 7, the 
Real Estate Index Card, is very conven- 
ient for quick reference. Following the 
customary procedure, property within 
the county is classified primarily by sub- 
division, and then by blocks and lots; 


property in other counties of the states, 
by counties; and properties outside of 
California, by states. Unsubdivided 
parcels within the county are broken 
down as “LANDS—EAST” or “LANDS 
—WEST”, of our reference meridian, 
and then in turn by range and township 
reference. 


For cross references by street address- 
es, a few trays in a visible card index 
file equipped with Chaindex or similar 
small line slips, serves admirably. From 
these two files in only a few moments we 
can quickly answer the many enquiries as 
to ownerships that are directed to the 
bank, as well as having a convenient in- 
stantaneous reference list for the benefit 
of newer employees receiving rent re- 
mittances or enquiries. 


Our form of Insurance Tickler Card, 
Form 8, serves a threefold purpose. It 
is first set up in the general daily chron- 
ological tickler file, along with all duty, 
disbursement, fee, rent and other types 
of tickler cards, at a date sufficiently in 
advance of the maturity date of the pol- 
icy to allow ample time for its renewal 
and at the same time to permit checking 
for any change in amount of coverage. 
After stamping in the date the renewal 
has been ordered the card is then moved 
up in the file to the policy maturity date. 

When the policy arrives the card is so 
stamped, on the line provided, and set 
up in the chronological file the third time, 
ten days beyond the expiration date, as a 
notice at that time to puil the old policy, 
which, if a fire policy, is at once de- 
stroyed, but if a public liability policy, 
(we carry public liability on all property 
held in any capacity, under a blanket 
coverage, with specific certificates for 
each trust or estate), or a workmen’s 
compensation policy, it is placed in a 
special transfer file of similar expired 
policies and held until after the outlaw 
date for filing claims of action. 


Forms 9 and 10, Insurance Policy 
Checking Tickler, and Identification File 
Label, are self-explanatory. Both are 
printed on gummed stock, and no policy 
of insurance may be placed in the sup- 
porting paper folder, either of real es- 
tate or a real estate loan, without first 
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having been checked, and then uniform- 
ly identified with a file label for quick 
identification and to facilitate filing. 

It may be observed that in our Real 
Estate Appraisal, (Form 11) the data 
repeats much of the information appear- 
ing on other forms, particularly that 
listed on Form 5, to which are added 
checking spaces for: District Trend and 
Assessed Value of both land and im- 
provements. Provision is also made for 
recording recent sales and current list 
prices of comparable properties in the 
neighborhood, and for estimates of re- 
production costs and _ depreciation 
amounts. 

It should be born in mind that it is 
compiled by an independent appraiser, 
who does not see or have access to the 
departmental records. Consequently his 
report must be sufficiently comprehen- 
sive to support his resulting conclusions 
on value. The cross checking of data 
from the different reports also quickly 
discloses any errors or careless observa- 
tion. 


Fire Insurance 


The Fire Insurance Appraisal (Form 
12), originating in the department, is 
prepared in triplicate, one copy even- 
tually coming to rest in the department 
files on that parcel. It saves consider- 
able letter writing, and at the same time, 
when completed, gives a ready explana- 
tion as to what additional coverage was 
placed by us, and why. 

We follow the practice of carrying a 
blanket fire insurance policy, which au- 
tomatically covers all property coming 
into our possession for thirty days 
thereafter, provided we report to the lo- 
cal agent, who then makes his report. If 
any inadequacy is found as compared to 
the actual coverage in force at the time 
we took charge, the deficiency must be 
written by that agent’s company. No 
charge is made by the insurance com- 
pany for the appraisal, and all existing 
insurance carries on as usual. 

While on the subject of insurance one 
might add that we also carry, as trus- 
tee, executor, etc., the various forms of 
blanket policies for all trusts, both court 
and private, covering workmen’s com- 
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pensation, automobile liability and prop- 
erty damage, automobile blanket fire and 
theft, general publie liability, construc- 
tion liability and repairs, both with or 
without contractors. 


Selling Aids and Procedure 


Form 13 illustrates a typical filled-in 
form of Real Estate Sales Book Sheet 
for an improved parcel of property, and 
Form 14, for an unimproved property, 
carries appropriately similar data. The 
actual full size of these sheets is 11” x 
14”; they are printed on very heavy, ex- 
tra fine quality paper stock, with the 
printed portion of the form in dark 
green and brown respectively, to add to 
the appearance of the finished product 
and to afford suitable contrast to the 
typed data, the color plate sketches and 
the photographs. Separate loose-leaf 
soft leather ring binders, of good quality, 
house the different groups of sales sheets. 
These serve as our direct sales medium 
both to agents and to direct customers. 

(See illustration on following page) 
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By personal contact with most of the 
local realtors we have acquainted them 
with the fact that we do have desirable 
properties for sale at right prices, and 
that our listings are available to them 
all if they will call at our department 
from time to time to inspect these sales 
books. We do not send out mimeograph 


TRUST DEPARTMENT 


Paks STON Bank IMPROVED 


Ss STREET ADORESS 


TYPE OF BLNLOING 
MATERIAL BUILT OF 
BUILDING AREA 

APPROXIMATE AGE 
WUMBER OF ROOMS 


BEDROOMS 


BREAKFAST HOOM 
PORCHES 

EXTERIOR 

ROOF 

FOUNDATION 
INTERIOR 

FLOORS 

PLUMBING 

HOT WATER SERVICE 
HEATING FACILITIES 


FURNITURE 


« Car garage anc & 
Concrete floor 


GARAGE 


OTHER BUILDINGS None 


REAL ESTATE FOR SALE 


lists of properties, as we think the per- 
sonal contact with the agents as they 
come in to discuss listings to be of value 
to us and to them. 

A special desk is reserved for their 
use when they call, in which these books 
are kept handy, and suitable listing cards. 
with pen and ink are provided. The in- 


rrusr S545 


Parcet § 
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Size OF LOT 

LAY OF LOT 

ABOVE OR BELOW STREET 

GROUNDS IN FRONT 

GROUNDS IN REAR 
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WALK ANE IRB 

TRANSPORTATION 

ADJOINING PROPERTIES 

TYPE OF NEIGHBORHOOD 

BVILOING DENSITY 

SALE PRICE 

DOWM PAYMENT 

INSTALLMENTS 


ENCUMBRANCES 


MONTHLY RENTAL $59.00 


WATER RAID BY Tenant 
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formation as shown on the sales sheets 
is in sufficient detail that about all the 
information they might ask is obtainable 
from the photograph, map sketch and the 
outline. They are encouraged to call in 
at intervals to verify the listings and to 
enquire as to rental vacancies. If we 
gather from the phone call that a num- 
ber of new properties have been added 
to our holdings since last the particular 
agent had called at the office we cor- 
dially invite him to stop in and reinspecit 
the books. 

To supplement this ‘cafeteria style’ of 
self service, we have had mounted on a 
building board composition base a large 
block map of the city and its immediate 
environs conveniently mounted on a wall. 
On this every parcel which is for sale 
or for rent is spotted with large colored 
headed pins and identified with trust ref- 
erence numbers. Different colors indi- 
cate the character of the properties, and 
a series of small pennants indicates avail- 
able rentals, and the nature of the rental. 

The agents frequently find this conven- 
ient in ascertaining what holdings we 
might have in a given locality, but it is 
of most use in dealing with direct en- 
quirers who usually are new to the city, 
and want to know the relative position 
of a parcel to school, business district 
and other special points. 

Finally, having made the sale or for 
some other reason being ready to retire 
the property, we reverse the initial pro- 
cedure by using the Real Estate Closing 
Docket, which contains a list of duties, 
approximate to those shown for Form 1. 


“Window Trimming” 


It would seem axiomatic to say that 
to sell property it must appear salable, 
and that to rent a house it must impress 
the prospective tenant as going to be 
homelike after she will have moved in. 
But from personal observations and con- 
tacts with trustors, trust officials and 
others responsible for property condition, 
a surprising number of us fail to under- 
stand it. And few prospective purchas- 
ers can visualize how a few dollars and 
a dash of good taste can add hundreds 
of dollars to the sales price of a place. 


THE 


BOATMEN’S 
NATIONAL BANK 
OF ST. LOUIS 


Founded in 1847 


Complete Trust 
Service For Estates, 
Individuals And 
Corporations 


Oldest Bank 
West of the Mississippi 


Trust departments seldom have brand 
new structures turned over to them, nor 
are the properties they receive apt to be 
in first class condition. Neither does a 
patch over a leaky roof, a pound of kal- 
somine on a stained ceiling and the re- 
placement of a torn window screen con- 
stitute a satisfactory dressing for the 
‘window display’ of a property one is 
anxious to dispose of. 

And by that negative comment do not 
think it is necessary to spend a large 
sum of money to put the average prop- 
erty in a much more attractive light. 

As a typical example let us drive up 
to a modest home and see what a small 
amount can do to add several hundred 
dollars to the list price, and to move the 
property quickly. Ah, yes, first all of 
those palm trees should be trimmed, a 
few flowering plants should be put into 
that bare space below the living room 
window, and a sack of fertilizer worked 
into the lawn. Around in the rear is a 
pile of discarded rubbish, and there is 





28 TRUST COMPANIES 


just the place to put in a not-to-young 
orange tree and a lemon. 

Total cost of all this, including the 
gardener’s services twice weekly for a 
month (by the end of which time, with 
our modernization work done, the place 
will most likely be sold), less than 
$30.00: just that, you say, and no more? 
Well, if you don’t think it will work, 
just try it out yourself and see. But let 
us continue. Yes, the exterior of the 
house is satisfactory, so no need to spend 
unnecessary money on repainting—but 
wait a moment: what would be the re- 
sult of doing over, in a daring bright 
color, the woodwork trim? So there’s 
another $25.00 gone, but now the house 
is as smart as any on the block. 


Sacrifice-Selling Insurance 


Let’s look inside. Living room and 
dining room are quite presentable, but 
those plastered bedrooms show a num- 
ber of cracks due to the house settling, 
or maybe to a wee small earthquake, and 
too, they look so ordinary. Mr. Paper- 
hanger, do over these two rooms, with 
designs we select from the smart new 
1938 patterns, in washable, light resist- 
ing papers that are ultramodern in style 
and good taste, not forgetting the ceil- 
ings and a border with snap, and a sat- 
infinish woodwork trim. Twenty-five 
dollars more, and now those two bed- 
rooms will delight the most meticulous 
housekeeper. 

Step back into the living room we were 
satisfied with—why, look at the old style 
electric light fixtures! We took them 
for granted when we came in, as well as 
the one in the dining room. Thirty dol- 
lars this time, and what do we have: 
why some baseboard outlets for floor 
lights and electrical appliances, a radio 
antenna and ground socket, a light over 
the shaving mirror in the bathroom, a 
sidewall plug on the service porch for 
the electric iron, and one for an electric 
refrigerator, as well as some modern 
fixtures, inexpensive, true, but compar- 
ing favorably to those in that new house 
going up across the way. 

You can stop where you will with the 
renovation: but whatever sum is spent, 
just double it and add to the proposed 


listing price, for you will get it, and 
will be surprised how quickly the place 
will go, and maybe to the very man and 
his wife who looked at it first, but who 
couldn’t see it at all then. 

With many smaller estates a prime 
problem is to liquidate the real estate 
holdings so as to make distribution, or 
even to procure the funds with which to 
meet claims and administration ex- 
penses. Certainly then we are justified 
in a temporary investment of additional 
cash if it will facilitate its disposal. 

The secret back of it is in having 
someone, either in the bank’s employ, or 
otherwise, who has that knack, or vision 
or good taste, who can point out the par- 
ticular items to be given attention, and 
who can select the most harmonious col- 
ors and designs, for instance; otherwise 
twice as much money can be spent as is 
necessary, and little or no benefit will be 
gained, in fact if poorly planned the so- 
called improvements may only accentuate 
the defects or the age of the property. 

Ample proof of the results that can 
be obtained are easy in any trust depart- 
ment, for each of us has estates saddled 
with properties where improvements are 
out of the question because the estate is 
too financially involved to provide money 
for the most routine repairs. And at the 
same time we each have trusts where 
sufficient cash is readily available. So 
just try it out on one of the latter par- 
cels and see how quickly it goes, while 
the piece in the first category continues 
to stay on and on. 

[Note: Should any reader manage to 
get this far and find any of the forms of 
sufficient interest to wish working size 
copies from which he might make adap- 
tations for his own department, the 
writer will be very glad to mail them 
upon request, or to answer questions as 
to any of the items not commented on 
in this informal discussion.] 


Said Captain Porgy on the bridge 
To his mate in the mizzen hatch, 


“How dves our good ship head tonight? 


“How lays our gallant craft?” 


“She heads to the east-south-west-by-north, 
“And the jibboom lies abaft.” 
An old Ballad. 
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ASSETS 
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Member Federal Deposit Insurance Corporation 





TRUST COMPANIES 


Homestead, Pertraz’s Cardens 
> 


Provwent trusteeship is as integral 


a part of Philadelphia life as are the 


city’s important historic landmarks. 


PROVIDENT [I 





PS 2 Sas a TITS IN 





Does Trustor or Beneficiary Rule? 


Conditions on Termination of Trusts by Beneficiaries 


JOSEPH G. PORTER 
Of the (Chicago) Illinois Bar 


‘ET N the administration of a testamen- 

tary trust it not infrequently occurs 
that all of the beneficiaries desire the 
termination of the trust and the distri- 
bution of the principal or corpus before 
the expiration of the period fixed by the 
testator for distribution. Almost every 
trust officer has been confronted with 
such a situation. 

Most of the cases dealing with a situa- 
tion where it is sought to accelerate the 
time for distribution of the corpus seem 
to say at least that if all of the beneficia- 
ries can be ascertained, if none of them 
is legally incapabie of acting, and if all 
consent, that they can compel the term- 
ination of the trust despite the circum- 
stance that the period fixed by the terms 
of the instrument creating the trust for 
its duration has not yet expired. Even 
today the courts appear uniformly to pay 
lip service to this rule. 


Recognition In The Cases 


In Illinois this doctrine appears to 
have been first enunciated in the case of 
Wilce v. Van Anden, 248 Ill. 358, 367 
(1911), where the court states the rule 
to be that: 


“Tt was for some time doubtful 
whether a trust could be thus determined 
prior to the time contemplated by a tes- 
tator, but it is now well settled that 
where all the parties are capable of act- 
ing and desire to terminate the trust, 
courts can decree its termination. There 
can be no doubt, upon principle, that 
when all those who have the entire legal 
and beneficial interest in the property 
agree to dispose of it in a particular man- 
ner, courts will give effect to their agree- 
ments.’ ” 


In 1923, the same court in the case of 
Burton v. Boren, 308 Ill. 440, reaffirmed 
this principle. 


31 


This doctrine is not in any sense con- 
fined to Illinois. The Surpeme Court of 
Kentucky, as late as 1928 in the case of 
Riedlin’s Guardian v. Cobb, 1 8. W. (2d) 
1071, 1072, permitted the termination of 
the trust before the period fixed in the 
instrument. It stated the doctrine to be 
that: 


“*There seems to be a generally recog- 
nized principle that a trust may be re- 
voked at any time by the consent of all 
the interested parties, and the “interest- 
ed parties” seem to have been held to be 
the settlor and the cestuis que trus- 
tent.’ ” 


In 1926 the Supreme Court of Vir- 
ginia in the case of Rowley v. American 
Tiust Co., 144 Va. 375, 383, stated the 
rule to be that: 


“*Where all the actual or possible 
cestuis que trustent are in existence and 
sui juris they may together put an end to 
the trust in whole or in part, or discharge 
the trustee therefrom.’ ” 


In the celebrated case of Eakle v. In- 
gram, 142 Cal. 15, 75 Pac. 566, (1904), 
the Supreme Court of California held 
that: 


“ “Tf there is only one beneficiary, or if 
there are several and they are all of one 
mind, and he or they are not under any 
disability, the specific performance of the 
trust may be arrested, and the trust mod- 
ified or extinguished.’ ” 


Precisely the same language was em- 
ployed by the Circuit Court of Appeals 
of the Eighth Circuit as late as 1932 in 
the case of Western Battery & Supply 
Co. v. Hazelett Storage Battery Co., 61 F. 
(2d) 220, 231. 

In matters involving trusts great 
weight has always been accorded the de- 
cisions of the Supreme Court of New 
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Jersey. In the case of Huber v. Dona- 
hue, 49 N. J. Eq. 125, 129, (1891) that 
court lays down the rule in the follow- 
ing language: 


“‘Although a trust may not have 
ceased by expiration of time, and though 
its purposes may not have been accom- 
plished, yet if all the parties who are or 
may be interested in the trust property 
are in existence and sui juris, and if they 
all consent and agree thereto, courts of 
equity may decree the termination of the 
trust fund among those entitled.’ ” 


This list of cases is in no sense ex- 
haustive, but would seem to indicate suf- 
ficiently the general rule that where all 
of the beneficiaries are in existence and 
mentally competent that they may upon 
application to the court compel the ter- 
mination of the trust and the distribu- 
tion of the trust whether prior to the 
period fixed for distribution in the will 
or other instrument creating the trust. 

It is of course well settled that the 
trustee does not have such an interest 
in the continuance of the trust that he 
may prevent a termination over the wish 
of the beneficiaries in order to protect 
the trustee’s fees. In the case of Rob- 
bins v. Smith, 72 Ohio State 1, 18, 
(1905), the court states the general rule 


to be that “a trust will not be continued © 


merely for the benefit of the trustee.” 


Limitations of Rule 


The rule that all of the beneficiaries 
might terminate a trust before the period 
fixed by the testator has always been sub- 
ject to certain limitations and qualifica- 


tions. It seems to be well settled that 
the trust will not be terminated over the 
objections of a single beneficiary even 
though the court may feel that the 
change or destruction of the trust would 
actually be beneficial to the parties in in- 
terest. A typical case is that of Steph- 
ens v. Collison, 274 Ill. 389 (1916). 


The same rule that requires all of the 
beneficiaries to consent to the termina- 
tion of the trust will of course prevent 
the termination where contingent inter- 
ests are involved so that the identity of 
the persons who may ultimately become 
the beneficiaries cannot be determined 
beyond peradventure. In the case of An- 
derson v. William, 262 Ill. 308, 315 
(1914), the court said: 


“This rule has never been applied 
where there are contingent interests in 
the trust which cannot be determined un- 
til the happening of certain events or 
where the interests of minors are in- 
volved.” 


It is equally well settled that where 
the instrument creating the trust con- 
tains a spendthrift clause, that is, a pro- 
vision against the involuntary alienation 
of the beneficial interest under the trust, 
that the beneficiaries, though of full age 
and mentally competent, may not effect 
the termination of the trust. Rehr v. 
Fidelity-Philadelphia Trust Co., 310 Pa. 
301, 165 Atl. 380; Rose v. Southern 
Michigan Nat. Bank, 255 Mich. 275, 238 
N. W. 284. 


Effectuation of Intent 


Much of the force of the general rule 
that all of the beneficiaries may termin- 
ate a trust may be lost, however, by the 
extended application of another excep- 


tion to the general rule. That excep- 
tion is stated by the American Law In- 
stitute in its Restatement of Trusts in 
the following form: 


“<The beneficiaries of a trust, if all 
consent and none is under an incapacity, 
can compel its termination if the contin- 
uance of the trust is not necessary to 
carry out a material purpose of the trust, 
although the period fixed by the terms of 
the trust for its duration has not ex- 
pired.’” (Italics ours) 
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The doctrine that the premature ter- 
mination of a trust must not invalidate 
a material purpose or intention of the 
testator was indicated as early as 1893 
in the case of Cuthbert v. Chauvet, 136 
N. Y. 326, where the highest court in 
New York said that: 


“It is only where the interference of a 
court will not disturb or destroy the trust 
scheme that it will decree a dissolution 
of the trust before the expiration of the 
term for which it was created.” 


A similar expression has been made 
by the Supreme Court of Illinois in the 
case of Hubbard v. Buddemeier, 328 IIl. 
76, 85, (1927) where the court held that: 


“Trusts cannot be terminated by 
agreement of the beneficiaries except in 
cases where the object of the trust has 
been practically accomplished.” 


and by the Supreme Court of Missouri 
in the case of Shaller v. Mississippi Val- 
ley Trust Co.,3 S. W. (2d) 726 (1928), 
where the court said that the rule would 
not be applied “if the trust be active and 
to end it would be to thwart the wish 
and intention of the testator”, and by 
the Supreme Court of Caiifornia where 
in the case of Fletcher v. Los Angeles 
Trust & Savings Bank, 187 Pac. 425 
(1920) the court said that: 


“The trust will not be terminated 
where the settlor has made known, ex- 
pressly or plainly, his intention that 
such power should not exist.” 


The very recent case of Eastman v. 
First National Bank, 87 N. H. 189, 192 
(135) adopts with approval the precise 
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language of the American Law Insti- 
tute. 


Applying Exception 


It is apparent that the significance of 
this exception to the general rule must — 
depend upon the extent of its application. | 
In a broad sense termination of a testa- 
mentary trust before the period fixed by 
the testator is a violation of his ex- 
pressed intention. 


It is probable that where, for the pro- 
tection of the beneficiaries, the distribu- 
tion of principal or corpus is postponed 
to years of maturity greater than simply 
the attainment of legal age that the trust 
will not be terminated before the expira- 
tion of the period indicated in the will. 
The Supreme Court of the United States, 
in Shelton v. King, 229 U. S. 90 (1918), 
has expressly held that the termination 
of a trust before the period fixed in the 
will would in such a case violate an ex- 
press purpose of the testator. 

On the other hand, there are cases in 
which the motive for the postponement of 
distribution may not appear so obvious 
and there are cases in which changing 
circumstances such as the death of named 
beneficiaries before the expiration of the 
period of distribution may well have re- 
moved the apparent reason for postpon- 
ing distribution. Such case may accord 
the rule, as broadly stated, a certain con- 
tinuing vitality. 


San Francisco, Calif—Jackson D. Baker, 
trust officer of the San Francisco Bank, has 
been elected president of the Associated 
Trust Companies of Central California. 


Meeting the Common Trust Promise 


HE privilege of collective invest- 

ment of trust funds, subject to 
authorization of trust instruments and 
laws of the various states, is now 
granted by the amendment to Regula- 
tion F of the Board of Governors of 
the Federal Reserve System which re- 
leases the new Common Trust Funds 
from double taxation penalties. 


This marks one of the most important 
advances in the field of corporate fidu- 
ciary service, and one which will doubt- 
less usher in a new and far greater 
usefulness for public service. 


No trust institution is too large, or its 
“minimum” acceptance limits too high, 
to find this plan useful, for large es- 
tates either frequently entail some 
trusts of under $25,000 or eventually 
break up into smaller parts. The mod- 
erate-size trust departments, however, 
should find the common trust fund the 
answer to a fiduciary’s prayer, though 
it is hoped that the advantages will, 
before long, be extended to larger ac- 
counts, since the principles and advan- 
tages are the same. 


Although the accounting will be 
fairly involved, those most experienced 
with this type of fund have found it far 
less so than the aggregate accounting 
problems of even a small number of 
individual accounts. From the stand- 
point of investment control and super- 
vision, it will allow a concentration 
and frequency of review superior to 
and less expensive than is possible with 
separate funds, and after all, the safe- 
guarding of security portfolio is the 
sine qui non of trusteeship. 


Furthermore, the establishment of 
such Common Trust Funds throughout 
the country, operated under prescribed 
and essentially standard plans of oper- 
ation, will surely promote a far greater 
public understanding of trust functions 
than has ever before been possible. 

This, however, implies the necessity 
for the most consumate care and ability 
in security analysis and portfolio man- 
agement. Such a fund is no magic ve- 
hicle to carry any trust-powered bank 
over the royal road to greater business 
and profits, and it is sincerely to be 
hoped that the “cross-roads” variety 
of trust bank will steer clear of common 
trust funds, or be properly persuaded to 
do so by supervisory authorities. 

It is significant that those leading 
trust institutions which have had oper- 
ating experience with common trust 
funds in the past are firm believers in 
its value, particularly in increasing the 
efficiency of handling and supervision, 
in assuring greater stability of income 
and principal and in providing real 
liquidity. Neither they nor the bank- 
ing authorities look upon this type of 
fund as a device for new business pro- 
motion, but essentially as an internal 
mechanism for increased service and 
efficiency of operation. 

Although the way is now substan- 
tially cleared for the creation and main- 
tenance of common trust funds it may 
be well to give a word of caution. A 
common trust fund is nothing but a 
piece of machinery devised to improve 
the services that a bank may give to 
its trusts. Like any piece of machin- 
ery it will operate effectively in the 
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hands of those who know how to run 
it but will prove a boomerang if not 
administered properly and expertly. 
After a common trust fund has been 
put in operation a very large number 
of the customers of a bank will know 
about it and have an interest in it and 
so any break down in its effective man- 
agement will stand out more promin- 
ently against the bank in its own com- 
munity than would a similar error oc- 
curring in a single trust as to which 
only a small number of people might 
have knowledge. 

Before any bank undertakes’ to 
start a common trust fund, it should 
not only clarify with its attorneys the 
general legal and tax status in its own 
state, but it should be entirely certain 


THE INFANT EN VENTRE 
SA MERE 


(AIR: Abdul the Bul Bul Ameer) 


The testator sat himself down with a will 

And noted the scrivener’s care 

To include in the bounty so gen’rously 
given 

A portion for every least heir. 


The widow herself, she would fare very well 

All income was hers ’til she died, 

Then fair distribution was made to the 
rest— 

So the testator noted with pride. 


And so in due season, contented he died, 

And left without ever a fear 

Of that goblin most dreaded by sons of 
finance, 

The infant en ventre sa mere. 


As time rolled around the young widow 
soon found 

Her income grow less every year, 

In vain she appealed, she was whipped as 
to yield 

By the infant en ventre sa mere. 


The widow protested, committees sat late 
But decided their duty was clear 


that it knows and understands how to 
keep the accounts of the fund. 

There should, at all times, be a com- 
plete and detailed statement on its 
books of all transactions in the fund 
so set up that the proportionate inter- 
ests of the various participating trusts 
not only in principal but in interest, 
dividends, capital gains and losses and 
other items of income may be readily 
and accurately available. 

A bank should give serious thought to 
the question of how far it is equipped 
to manage the investments of its com- 
mon trust fund, since it will be on the 
results of its investment policy, in what 
may become its most widely known, and 
perhaps most important trust function, 
that it will be judged in its community. 


To protect their good bank from the nem- * 
esis dread 


The infant en ventre sa mere. 


The Trust Officer said, without raising his 
head, 

“[’m sorry,—my duty I fear 

Is to sell all the stocks to protect from the 
rocks 

The infant en ventre sa mere.” 


The bank pres’dent woke with a terrible 
start, 

He was chilled to the roots of his hair, 

“I dreamed that I fought while he clutched 
at my heart 

The infant en ventre sa mere.” 


The banks, for protection, now use willow 
wands 

Guiding safe past the stock brokers’ lair 

To the purchase of one per cent. Govern- 
ment bonds— 

For the infant en ventre sa mere. 


— L’Envoi — 


Now all good testators give ear to my song 
When providing for those you hold dear, 
Whatever you do be quite sure you protect 
From the infant en ventre sa mere. 


B. J., Esq. 
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The Incorporated Friend 


HE corporate fiduciary, if it is to 

continue its remarkable growth and 
hold the popular esteem so vital to its 
welfare, can never consider itself mere- 
ly as the custodian of material wealth. 
It is also the repository of the trustor’s 
life-long hopes and plans for the well 
being of beneficiaries. 

The most important asset of a trust 
institution never appears on its state- 
ment of condition, yet Personal Con- 
fidence, which gave rise to the fiduciary 
office, may well be considered as its 
initial capital—a fund which must not 
be impaired. 

The relationship of cultural and civic 
development to the trust business is an 
intimate one. Would the United States 
be in the present commanding position if 
its men and women were not among the 
best educated people in the world? Do 
we appreciate the fact that our prepara- 
tory schools, colleges, public libraries, 
museums and hospitals are all living ex- 
amples of the value of wealth properly 
conserved through the creation of trust 
funds? 

What finer opportunity is there for a 
trust officer to render a much-needed 
public service than by intelligently 
directing the training of tomorrow’s 
leaders, many of whom are the minor 
beneficiaries of trust funds today—and 
who may well be the most important 
creators of them in the future? 

Like the old lady who “lived in a 
shoe, and had so many children she 
didn’t know what to do,” the average 
trust officer has found it both difficult 
and expensive to assist his minor bene- 
ficiaries and clients in selecting proper 
schools. Yet the vital importance of a 
practical education to the beneficiaries 
and the value of such service in building 
goodwill toward the trustee, commends 
this activity as “good business” as well 
as a gratifying opportunity for person- 
alizing the trust department. 

A great deal of harm is being done to 
trust business today by the unsavory ac- 
counts of abuse of wealth and its power 
in the hands of those undisciplined and 


untrained in its responsibilities. True, 
this has been far more prevalent in cases 
where outright gifts or bequests of the 
principal were concerned, but it takes 
only a few cases of “running wild” on 
the income of a trust to catch the head- 
lines of the newspapers, and thus the 
public eye. 

That, in times of any economic or so- 
cial extremity, may lead to extreme 
measures directed against the whole 
concept of property and inheritance, 
even though such actions parade in the 
commonplace sheepskin of Taxation. 
Another untoward result is in building, 
in the minds of business men of means, 
the impression that trust funds lead te 
subsidized indolence. Unfortunately, 
little has been done to place the em- 
phasis where it belongs—on the lack 
of training for social responsibilities 
and for the development of useful tal- 
ents and needed experiments and re- 
search which such funds would allow. 

No qualified trustee would think of 
making or retaining investments which 
did not measure up to high standards; 
so will they find the investment of $409 
to $2000 in education a matter deserv- 
ing their serious interest. 

Following a year’s study of the 
available published data and _ sup- 
plemented by personal investigations 
which did not rely on “general reputa- 
tion” or the expensiveness of either 
tuition or the school catalogue, Trust 
Companies Magazine has undertaken 
to provide a central clearing house ser- 
vice and Directory of outstanding pri- 
vate schools, as the most effective and 
economical method of obtaining the in- 
formation necessary to the selection of 
proper educational facilities. 

Here is the comment of one of the 
most nationally prominent trust men: 

“We think you are doing a fine thing 
_ in adding this Directory of schools. Re- 
gardless of whether a corporate fiduciary 
is guardian of the person or only of the 
property, we believe it is a part of its 
responsibility, as well as a privilege, to 
advise minor beneficiaries and parents 
regarding schools.” 
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Ss CHOOL DIRECTORY 


LAKE FOREST 
ACADEMY 


Established 1857 
A National college preparatory school for 
boys. “The Richards Plan in Education’”’ is 
unique and different. Develops interest, enthu- 
siasm, independent thinking, concentration, ef- 
ficiency, power of study. Real work available 
in physical and health education. All sports. 
Write for Booklet. 
JOHN WAYNE RICHARDS, Headmaster, 
Box C, Lake Forest, Ill. 


“To know that which lies before us in 
daily life is the prime wisdom.’’—NMilton 


To assist trust officers in meeting their responsibil- 
ity and realizing their opportunity to advise minor 
beneficiaries and parents on the proper schools, this 
Directory has been established. Thorough investiga- 
tion and careful selectivity, from over 4,000 private 
schools, was made to assure inclusion of only those 
providing outstanding and well-rounded education. 


Authoritative information from numerous sources 
has been digested over the past year and supple- 
mented by first hand experience of trust officers, edu- 
cators, students and guardians, to determine their 
record of successful performance. 


Trust Companies Magazine will be glad to cooperate 
with its readers in supplying further information on 
these recommended schools. 


22SANNA HEAD*22" 


College Preparatory and General Courses 
Accredited — East and West 


Post Graduate Department 
and Lower School 


Outdoor Life the Year ‘Round 
Swimming Riding Tennis 
A Homelike School in a College Town 
Write for catalog 


Mary E. Wilson, Smith ’91, Principal 
2530 Channing Way Berkeley, Calif. 


OAK GROVE 


A FRIENDS SCHOOL FOR GIRLS 


Emphasizes Preparation for College and Gracious Living. Excellent Cultural 
Departments under talented Instructors in Music, Art and Expression. 
Graduate Course Secretarial Science. Physical Education includes Correc- 
tive, Aesthetic, and Recreational Program. Upper and Lower Schools. 
Joyous Outdoor Life among Beautiful Maine Hills. Riding included. 


Mr. and Mrs. Robert E. Owen, Principals 


FORK UNION 


ACADE Mwy 

tomy accredited. Prepares for college or business. Able 
faculty. Small classes. Supervised study. Lower School 
. small boys in new separate building. Housemother. 
R. O. T. C. Fireproof buildings. Inside swimming pool. 
All athletics. Best health record. Students from 27 states 
and other countries. Catalog 41st year. Dr. J. J. Wicker, 
Pres., Box A, Fork Union, Virginia. 


* Box 400 * 


Vassalboro, Maine 


THE 


CHESHIRE ACADEMY 


Formerly ROXBURY SCHOOL 


A boarding school for boys, flexibly 
organized with instruction in small 
groups and personal attention to the 
needs of every student. A _ large 
faculty of skilled teachers (one for 
every six boys). Sports and non- 
athletic activities. Junior Depart- 
ment. Write for illustrated catalog. 


A. N. SHERIFF, HEADMASTER 
CHESHIRE, CONN. 
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“A HOME AWAY FROM HOME” 


For girls and boys from 3 to 12 whose parents 
travel or live in hotels, or whose homes are 
broken by sickness, death or separation. 


MERRICOURT RK 


Berlin, Conn. 
Accepts small select group by month or year— 
rates adjustable. A rare combination of real 
home care and training, modern schooling, abun- 
dant outdoor life—all amidst safe, happy and 


beautiful surroundings. ; 
Rev. and Mrs. John H. Kingsbury, Directors. 








7 

Harcum Junior College 

FIRST 2 YEARS OF COLLEGE 

CREDITS TRANSFERABLE 

Academic Secretarial Science 
Costume Design Journalism ! 
Advertising Design Home Economics 
Fine Art Music. 

Interior Decoration Experimetal Theatre 
Vocational Guidance - Professional 
Training. Practical Experience 
Placement Department. 
RIDING - SWIMMING - FENCING 
SPORTS 
Last 2 years of High School Work with 
credits given for vocational work 


EDITH HARCUM, Box T, Bryn Mawr, Pa. 
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Drew 
Seminary 


for 


Young Women 


Fully Accredited College Pre- 
paratory. Junior School for 
Younger Girls. Special Courses 
- Secretarial - Art - Music. 
Homelike atmosphere. Honor 
system under Student control. 


Careful cultural training. Spec- 
ial attention given to guidance 
and character building. 


A “moderate price” school for 
discriminating parents and 
guardians. 


Herbert E. Wright, D.D., Pres. 
Carmel, N. Y. Box W. 





MISS HARRIS’ FLORIDA SCHOOL — For Girls 


Accredited by Southern Association 


Separate Junior Department. Invigorating life with 
Interview arranged in the North by writing 


Preparation for all leading colleges. 


outdoor class rooms, sailing, swimming, tennis. 


MISS JULIA FILLMORE HARRIS 


1058 Brickell Avenue 





MEXET ER- NEw HAMPSHIRE 


Miami, Florida 





wish to prepare for business. Stu- 
dents acquire the habits of success 
by observing business hours in a 


E RSON FOR Business Training For Wards 
BOYS Trust officers frequently recommend 
7 to 17 years Babson Institute to young men who 


Prepares for Exeter, Andover and other 
leading Secondary Schools. Close Comrade- 
ship of Masters with Boys. 

Healthful program of Outdoor Sports 
For catalog write: 
EDWARD E. EMERSON, A.B., Headmaster 

Box 909, Exeter, New Hampshire 


business atmosphere. Each man has 
has own office desk, visits business 
plants, talks over problems with 
business heads. He gets the execu- 
tive point of view. Young men with such modern 
training fit quickly into the spirit of a business or- 
ganization. Finance, distribution, production, person- 
nel. One-year course for men with 2 or more years 


-eollege or business. Longer course for secondary 


school graduates. Application must be filed early. 
Write Board of Admissions for catalog. 


BABSON INSTITUTE  22*0n_ Park 


Massachusetts 


Sd Ek bide SOLES IT fete 


koa sce 


RSENS Acetate Sa RRA) et Sah 


a SERS RPE R: seat reemuaT eas : = Oya 





LENG Sy ea Namen ce 2s 3 sb Oe 


: 
¥ 
4 


aCe US 


CsA SIN SER TR A ty RE NS 


Behind the Scenes 
Character Building as Part of the Trust Officer’s Daily Work 


By a Trust Officer 


S I write this, I have just completed 
the delivery of a lecture to a young 
beneficiary about the unsatisfactory man- 
ner in which he was conducting himself. 
You can therefore assume that in the 
preparation of these few miscellaneous 
notes I was in a properly tuned frame of 
mind to offer some remarks about the 
personal nature of trust company service. 
The notion that the corporate trustee 
takes an “impersonal attitude” and there- 
fore lacks “sympathetic understanding” 
in the handling of problems is still with 
us and always will be. This myth orig- 
inates with our critics, who, well knowing 
that the charge of inefficiency can not be 
maintained, turn to this form of attack 
as a last resort. The larger the city, the 
more persistent is the attack. There is 
nothing strange about this, because the 
number of desirable trust accounts in a 
large city exceeds that of a smaller city 
in about the same ratio as that of the 
population. Moreover, the average size 
of trusts is usually larger. It follows 
that there is more at stake for each pro- 
spective trust account that can be divert- 
ed elsewhere than under the management 
of the corporate trustee, especially those 
operating in the larger centers. 
~—  —- —+ 
In the first place, trust service, by its 
very nature, is essentially a personal ser- 
vice. To say that a corporate trustee 
must necessarily take an impersonal at- 
titude in rendering a personal service is 
a contradiction of terms. It simply does 
not make sense. The trust picture is 
“an impartial attitude,” based on a care- 
ful analysis and a sympathetic under- 
standing of the peculiarly personal fac- 
tors in any given family circumstance. 
Anyone who ever sat behind a trust 
officer’s desk in a progressive trust insti- 
tution will tell you that incidents of this 
nature arise, and are usually dealt with 


satisfactorily to all concerned, every busi- 
ness day. This feature has long been 
recognized as an important, if not the 
most important, daily task of a success- 
ful trust officer, and because that is so, 
his department is so organized that he 
has the necessary time to give such mat- 
ters the required attention. 

Our experience bristles with illustra- 
tions. It would serve no useful purpose 
to recite all the details concerning the 
young man referred to in the opening 
sentence of this story. It is sufficient to 
say that his deceased father left a lim- 
ited trust account with us upon certain 
trusts for the benefit of his surviving 
widow and his son by a former marriage. 
The step-mother and son, as might be ex- 
pected, did not get along, and separated 
shortly after the father’s death. At that 
time the boy was 18 years of age, with 
little notion of what he should do. The 
trustee came to his rescue, piloted him 
through the balance of his high school 
term, and on to the university. Since 
we had limited funds for this purpose, 
we encouraged him and he finally suc- 
ceeded in obtaining employment during 
the summer vacation with the Forestry 
Service. This enabled him to proceed 
with his college course, but something 
went wrong the second year. He was 
suspended on account of bad grades. In- 
stead of a reprimand, we encouraged him 
to pull himself together, and induced him 
to take a special course in what is known 
as a “University Extension for Higher 
Learning”, and thus make good his 
grades. He acted on our suggestion with 
reasonable success, but we found to our 
surprise later on that he had borrowed 
money without our knowledge, and was 
generally extravagant for a young man 
in his circumstances. 

This discretionary trust would have 
enabled the trustee to liquidate these 
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MONTREAL to 


VANCOUVER 


x * 


The Toronto General Trusts has offices in 
all the principal cities of Canada from Mont- 
real to Vancouver. It offers complete facilities 
for handling personal and corporate trusts. 

The oldest trust company in Canada, 


established in 1882. A fiduciary only. 


Enquiries invited. 


™ TORONTO 
GENERAL TRUSTS 


CORPORATION 


TORONTO MONTREAL OTTAWA WINDSOR WINNIPEG 


REGINA SASKATOON CALGARY VANCOUVER 


ASSETS UNDER ADMINISTRATION $240,000,000 
EIR RE OS TT, A TT: TREES 


debts, but not without prejudice to the 
rights of the widow, his step-mother. He. 
proceeded first to abuse the step-mother, 
and when that got him nowhere he start- 
ed in on the trustee for failure to act un- 
der its discretionary powers. This was 
the occasion for the lecture. He returned 
to his work with the Forestry Service for 
the balance of the summer months a dis- 
appointed though much wiser young man, 
quite prepared to pay his own debts out 
of the money he earned for himself. and 
also to make real use of his time when 
he went back to college in the fall. 


a ee 

The record of this trust, being but one 
of any number of like cases, takes you 
behind the scenes and effectively explodes 
the “myth” that “a corporate trustee 
must necessarily take an impersonal at- 
titude in handling problems requiring 
sympathetic understanding.” Our difficul- 
ty is that this notion, like a bad penny, 
keeps constantly turning up, and has to 
be exploded ‘regularly. Our policy is to 
keep this factor constantly in mind in 
discussing our service with prospects. 


Each trust officer probably has his own 
particular way of dealing with the ques- 
tion. I very often address a trust pros- 
pect who might be entertaining this view 
along the following lines: 


“Well, Mr. Doe, I have a trust with 
this institution, not because being a 
Trust Officer it might be considered the 
proper thing to do, but because it puts 
my widow and orphans in contact with a 
financial institution that has nothing to 
sell or offer them but personal service, 
an organization where they can seek the 
advice and counsel of responsible and ex- 
perienced business men, not necessarily 
about money matters alone, but about 
any number of problems relating to fam- 
ily affairs. No man knows the influences 
to which his dependents will be subject- 
ed after he is gone, and the safest con- 
tact he can make is with the officers of 
a financial institution organized and 
equipped for that purpose. Indeed, my 
experience is that beneficiaries frequent- 
ly continue to come to us for advice and 
counsel about any number of worldly 
problems long after our duties as execu- 
tor and trustee have been discharged.” 
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An Open Letter to Bank Presidents 
and Officers in Charge of 
Trust Operation 


Gentlemen: 


You have doubtless observed that trust examinations are becoming more rigid and 
thorough and that present trust examiners, compared to those of the past, are prac- 
tical, experienced trustmen. Perhaps you have also observed that the trust examiners 
are asking many more questions pertaining to details of operation and administration 
and the list is growing with each examination. 


Too frequently we hear of trust departments that are vulnerable to criticism and 
embarrassment, perhaps surcharged for the reason that eternal vigilance is not exer- 
cised in the handling of the complex duties of trust administration. Perhaps the 
greatest weakness is the lack of sufficient records which will obviate the necessity of 
relying on the memory of one or more individuals, no matter how great their knowledge 
or mental ability may be. How often do we hear of situations where the trust officer, 
in severing his connections with an institution, takes with him ‘under his hat’’ vital 
information which rightfully belongs on the books and records of the trust department. 
Are not altogether too many banks in the unfortunate position of having a system 
which will not enable them, upon the absence, illness or death of the operating trust 
officer, to carry on the daily routine of the trust department without interruption, 
waste of time and embarrassment? 


After listening to the remarks of a leading Federal Reserve Trust Examiner at a -trust 
conference, we interviewed a number of prominent trust officers in an effort to ascer- 
tain the means through which costs may be minimized, possibility of embarrassment 
obviated and eternal vigilance exercised, and the solution to these problems, in our 
opinion, seems to be the adoption of a properly designed ‘‘record and check” system. 
Through arrangements made with an operating trust man, who spent more than six 
months in surveying the systems employed by seven banks of various sizes located 
in four states, TRUST COMPANIES magazine has publishing rights for the ‘record 
and check’’ system designed by this trust officer for his own institution. We are 
offering this ‘‘record and check’”’ system to the trust departments of the country for 
no other reason than to assist them in making themselves as ‘‘surcharge proof’’ as 
possible. 


The plates from which the forms are prepared have been kept intact, thereby eliminat- 
ing a substantial ‘‘composition charge’”’ which is included in the cost of production 
and by “‘pooling’’ the requirements of a number of trust departments that adopt the 
system, a considerable saving will result. 


We invite you to look over a specimen of the entire ‘‘record and check’’ system, with 
an outline explaining the use of each form, both of which we shall be glad to send 
upon request. 


Trust Companies Magazine. 





PROGRAM OF NINETEENTH 
_ MID-WINTER TRUST CONFERENCE 
February 15-17, 1938; Waldorf-Astoria, New York City 


sippi Valley Trust Company, St. Louis, 
Mo 


Morning Session—Tuesday 


Address of Trust Division President— 
Robertson Griswold, vice president, 
Maryland Trust Company, Baltimore. 

Public Relations for Trust Institutions 
—William H. Neal, vice president, 
Wachovia Bank and Trust Company, 
Winston-Salem, N. C. 

Quality in New Trust Business— 
Richard S. Crampton, assistant secre- 
tary, Girard Trust Company, Philadel- 
phia, Pa. 

Strengthening the Position of Trust In- 
stitutions— 

Dr. Harold Stonier, executive mana- 
ger, American Bankers Association. 


Afternoon Session—Tuesday 


Voting Trusteed Stocks by Proxy— 
W. J. Kieferdorf, vice president and 
senior trust offiicer, Bank of America 
N. T. & S. A., San Francisco, Calif. 

Uniform Trust Legislation— 
Palmer Hutcheson, senior partner, 
Baker, Botts, Andrews & Wharton, and 
Director, The Second National Bank, 
Houston, Texas. 

Trust Service and Investment Counsel 
Service— 
H. G. Carpenter, vice president, E. W. 
Axe & Company, New York. 

Trust Investments— 
John E. Blunt, vice president, Contin- 
ental Illinois National Bank and Trust 
Company, Chicago, III. 


Morning Session—Wednesday 
Symposium on Costs and Charges 


Suggested Bases of Trust Compensation: 
For Trustee—Louis W. Fischer, assist- 
ant trust officer, American National 
Bank and Trust Company, Chicago, IIl. 
For Executor—John S. Brayton, presi- 
dent, B. M. C. Durfee Trust Company, 
Fall River, Mass. 

Cost Analysis of Trust Departments— 
William J. Weig, assistant secretary, 
Guaranty Trust Company of New 
York. 

Milton R. Stahl, vice president, Missis- 


Maintenance of Adequate Fees— 
W. Elbridge Brown, vice president, 
Clearfield Trust Company, Clearfield, 
Pa. 
W. H. Bloor, vice president and execu- 
tive trust officer, Trenton Trust Com- 
pany, Trenton, N. J. 

Symposium Summary— 
Gilbert T. Stephenson, Director of 
Trust Research Department, the Grad- 
uate School of Banking, American In- 
stitute of Banking. 


Afternoon Session—Wednesday 


Limitations on Liabilities of Trustees— 
(Open Forum Discussion) 
Austin W. Scott, professor of law, Law 
School of Harvard University, Discus- 
sion Leader. 


Morning Session—Thursday 


Some Unsolved Tax Problems of Fidu- 
ciaries— 
Rollin Browne, of Mitchell, 
Capron and Marsh, New York. 


Greetings from the President of Amer- 
ican Bankers Association— 

Orval W. Adams, executive vice presi- 
dent, Utah State National Bank, Salt 
Lake City, Utah. 

Common Trust Funds—(A Symposium) 
Carl W. Fenninger, vice president, 
Provident Trust Company, Philadel- 
phia, Pa., Leader. 

Explanation of the New Regulations— 
Walter Wyatt, general counsel, Board 
of Governors of the Federal Reserve 
System, Washington, D. C. 

Practical Problems in Operating a Com- 
mon Trust Fund— 

Rodman Ward, trust officer, Equitable 
Trust Company, Wilmington, Del. 

Legislative Aspects of Common Trust 
Funds— 

John T. Creighton, vice president, City 
Bank Farmers Trust Company, New 
York. 


Taylor, 
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Fea your next visit to 


New York, plan to stay at this hotel of world-wide 
prestige...where every facility for gracious living 
is at your command . . . where rooms have the 
charm of a private home .. . where restaurants 


offer the widest variety of menus, from modest 





meals at fixed prices to elaborately formal course 





dinners . . . and where rates are surprisingly 
moderate. Your location in the smartest residen- 
tial section of Park Avenue will be convenient to 


shops, theatres, terminals all over the city. 


AMERICAN BANKERS ASSOCIATION TRUST DIVISION 
Mid-Winter Trust Conference, February 15-17, 1938 


WALDORF-ASTORIA 


Park Avenue ° 49th to 50th - New York 
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SINCE 1891 
THIS INSTITUTION HAS BEEN 
ACTIVE IN ESTATE 


MANAGEMENT 


TRUST COMPANY OF GEORGIA 
ATLANTA 


DOUBLE DOMICILE— 
A Legal Monstrosity 


If the concept of domicile is thus 
changed so that a man can have domiciles 
in every state where a state court has 
adjudicated the question, then what be- 
comes of the decision of the United 
States Supreme Court that only the state 
of domicile has the power to tax the 
transfer of intangibles in a death tax 
case? Necessarily this doctrine laid 
down by the United States Supreme 
Court must disappear if this new con- 
cept of domicile persists. Can it not be 
fairly said that if the United States 
Supreme Court’s decision is meaningless 
and an individual can have any number 
of domiciles, limited only by the num- 
ber of states that try out the question 
independently, the law of domicile is 
thereby plunged into an unthinkable 
chaos of confusion? 

Virgil’s “Monstrum Horrendum” was 
no more misshapen and terrifying than 
the “Monstrum Horrendum” of Double 
Domicile. 


I respectfully submit that the only sat- 
isfactory solution of the problem is that 
there shall be in our country a court in 
which disputed cases of domicile shall 
be tried out and whose jurisdiction shall 
be sufficiently broad to bind all persons 
properly interested in the question. 


T. LUDLOW CHRYSTIE 


Of the New York Bar, in address before 
Thirtieth Annual Conference, National 
Tax Assn. 


Preferred Status of Trust Claims 


Three Supreme Court cases—Jennings, 
Receiver v. United States Fidelity and 
Guaranty Co., 294 U. S. 216; Old Com- 
pany’s Leigh, Inc. v. Mooker, Receiver, et . 
al, 294 U. S. 227; and Adams, Receiver v. 
Champion, 294 U. S. 231—decided that 
where preferred claims are asserted 
against insolvent national banks in re- 
ceivership the claimant must show: 

1. That the transaction in question 
arose out of a trust relationship existing 
between the bank and the claimant (as 
distinguished from the debtor and cred- 
itor relationship arising out of the or- 
dinary deposit) ; 

2. That as a result of the transaction 
the assets of the bank were actually aug- 
mented or increased (as distinguished 
from mere bookkeeping debits and cred- 
its) ; 

3. That the augmented assets thus ac- 
cruing were retained by the bank in 
whole or in part and were capable of be- 
ing traced to the hands of the receiver. 

The decisions settled questions highly 
controversial in nature, and the funda- 
mental principles established apply gen- 
erally to all insolvent estates such as 
equity receiverships, bankruptcies, etc. 


A further application of these doc- 
trines appears in Hoffman v. Rauch, 300 
U. S. 255, decided March 1, 1937, where 
the Supreme Court denied a preference 
claim against a national bank in receiver- 
ship, it appearing that the bank had mis- 
appropriated certain bonds held by it for 
safekeeping, but the transaction had re- 
sulted in bookkeeping credits only, with 
no actual augmentation of the assets of 
the bank, and hence with no basis for 
preferred claim under the doctrines indi- 
cated. This likewise, of course, would 
apply in principle to other insolvent 
estates. 


From address by J. F. O’Connor, Comptroller 
of the Currency,.at Toledo, Dec. 11, 1937. 


* 

Wilbert Lewis Smith, chairman of the 
board of The Syracuse Trust Co., N. Y., died 
recently at his residence. He was presi- 
dent of the L. C- Smith Typewriter Co., 
which was formed by his brother and him- 
self. 





Trust Department Income and Expenses 
Advantages of a Cost System 


WILLIAM J. WEIG 
Assistant Secretary, Guaranty Trust Company, New York City 


HEREVER trust men are gath- 

ered the general topic of discus- 
sion centers about the rate of compensa- 
tion, the services performed and the 
high cost of providing these services. 
Always, these discussions lead to the 
same conclusion—that something should 
be done to determine whether present 
day costs are necessary and, if so, 
whether fees are adequate. Yet, at the 
mention of cost accounting there seems 
to arise the spectre of a creature clothed 
in darkness and mystery which is so 
awesome that it frightens the most fear- 
less of men. 

Why should this condition exist in the 
minds of men in whom the citizens of 
our country have sufficient confidence so 
that they will place in your hands the 
conservation of their wealth? 


Cost accounting is not a mystery, nor 
is it available only to a few. A system 
of cost accounting has been recommend- 
ed by the American Bankers Associa- 
tion since 1932. It has been made avail- 
able to all and it is easy, inexpensive and 
reasonably accurate when properly ap- 
plied to a specific problem. 


Insist on Analysis 


It is the duty of each of you to insist 
that a cost analysis of your department 
be made. Discuss this problem with 
your comptroller, auditor, cashier or 
other officer of the bank who controls 
the expenses and who prepares the oper- 
ating statements for the management 
and the board of directors. I cannot 
urge you too strongly not to blind your- 
self to the true state of facts as they 
are in your department. No depart- 
ment is too small not to have some rec- 
ord of its income and expenses. The 


From address at Trust Conference of N. Y. 
State Bankers Assn., Syracuse, N. Y. Dec. 8, 19387. 
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A.B.A. system of cost accounting is ideal 
for the small department and it is an 
excellent base upon which larger depart- 
ments can build a system to meet their 
particular needs. 

While it is quite true that the law 
of averages occasionally does not meet 
the problem of a specific account, it is, 
nevertheless, sufficiently accurate when 
applied to a department as a whole. 

The A.B.A. system suggests that the 
trust department be allowed a certain . 
rate of earning on its uninvested and un- 
distributed cash balances. It further 
suggests that from this rate should be 
deducted 1 per cent to reimburse the 
banking department of the institution 
for its costs of investing and loaning the 
available funds and for loss reserves. 
This suggestion has often been chal- 
lenged, particularly as it concerned the 
1 per cent deduction in the rate. Dur- 
ing one of my visits I explained the 
theory to the trust officer and auditor of 
the bank, so after I had left the institu- 
tion the auditor decided he would verify 
the accuracy of the 1 per cent deduction. 
I had rapidly computed that the trust 
department was entitled to 2-2/10ths per 
cent on its available funds. The aud- 
itor, upon completion of a cost study, 
determined that the rate was 2-26/100ths 
per cent—a difference of 6/100ths of 1 
per cent. 


Expense Items Explained 


I will clarify some of the more im- 
portant expense allocations. The items 
of expenses should disclose the direct ex- 
pense of furnishing trust service. Under 
salaries should be included the wages 
paid for investment and real estate and 
mortgage supervision. If these two 
groups come under the supervision of 
another officer or department of the 
bank and not under the direct super- 
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FLORIDA ESTATES 


The ancillary ser- 
vice of southeast 
Florida’s pioneer 
fiduciary institution 
assures prompt, ef- 
ficient and econom- 
ical management. 


Correspondence 
invited 
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Epwarp C. Romru, President 
C. W. FisHpurne, Vice-President 
A FIDUCIARY INSTITUTION 


Under Supervision of State Banking 
Department 


Established 1910 


vision or control of the trust officer, then 
the expenses of these two groups should 
be allocated to the trust department, not 
as one total including salaries, rent, sta- 
tionery, etc., but segregated in the same 
manner as the administrative and oper- 
ating expenses. 

The fact that investment and real es- 
tate and mortgage services are not con- 
trolled by the trust department does not 
make the expenses of such services an 
overhead or over-riding charge. These 
services must be furnished by every trust 
department in order to manage compet- 
ently a trust or estate. Therefore, it is 
logical to consider the expenses of these 
two groups as direct operating expenses 
of the department. There may be other 
work of your department that is done 
outside of your control or supervision, 
such as bookkeeping, that of security tell- 
ers, income tax and accountings. Each 
of these cases, where salaries are charge- 
able to the trust department, should be 
considered as a direct expense. 


The only exception to this rule is in 
the case where a complete expense dis- 
tribution is in use in the bank and then 
it will affect only the general service de- 
partments of the bank. The expenses of 
such departments as the transit, rack, 
clearing house, personnel, etc. would be 
considered as an overhead charge. The 
smaller banks or those banks where a 
complete cost distribution is not in use 
need not give any consideration to this 
point inasmuch as these charges are in- 
cluded in the 15% overhead that is added 
to the trust department’s expenses. 


Allocating Rent Charge 


The charge for rent should be made on 
a fair basis and should not be higher 
than the actual cost of the space to the 
bank. It is often contended that the de- 
partments of a bank should be charged 
the amount which could be collected if 
the space were leased to a tenant. The 
justice of such a charge is questionable 
because it would be either unusually high 
or low as compared to the actual invest- 
ment that the bank has in the property 
and building. In those cases where a 
bank rents its entire quarters it is easy 
to determine what the rent charge should 
be because the out-of-pocket expense de- 
termines the charge. 

However, since most banks own their 
land and building, the rent charge should 
have some relationship to the value of 
this investment. There is no more equit- 
able method of determining a fair rent 
charge than to allow the bank a return 
on the value of its investment plus the 
operating expenses and real estate taxes. 
If part of the building is rented, then 
the rents collected should be subtracted 
from the foregoing charges. The result 
is distributed to the trust department on 
the percentage that the number of square 
feet occupied by the trust department 
bears to the total used by the bank. 

The other items of expenses can be 
determined more easily inasmuch as most 
of them are either payments made out- 
right by the department or made by the 
bank for the department. The only item 
that needs some clarification is that cov- 
ering telephone and telegraphic expenses. 
In addition to the rentals for switch- 
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boards and instruments there should be 
included, salaries of the telephone oper- 
ators and that unit’s proportion of rent 
and other expenses. 


A Simple Method 


The simplest method to follow in de- 
termining the cost of operating the trust 
department is, first to determine the ex- 
penses of the department as a whole; it is 
then possible to take these figures and 
distribute them over the functions of the 
trust department on either activity per- 
centages or an appraisal. The fact that 
the trust department is primarily a ser- 
vice department makes salaries the 
largest part of the total expenses; so 
that, if salaries are properly allocated, 
the remainder of the expenses, even 
though they may contain a minor error, 
would not materially affect the net re- 
sults. Salaries usually average about 
two-thirds of total expenses of operating. 

This work is being done in the hope 
that it will guarantee that trust institu- 
tions will be able to continue to give the 
highest type of service that is possible. 


Bankers Study Public Opinion 


Completion of a study to demonstrate to 
banks methods for testing public opinion 
in their communities is announced by the 
American Bankers Association through its 
Research Council, of which Gurden Ed- 
wards is director. The purpose of the 
study is to make practical, workable meth- 
ods available to bankers for ascertaining 
what the people in their communities are 
thinking about banks and banking. 

The aim is to substitute knowledge for 
guesswork. The plan of investigation used 
was a statistical sampling method. Inter- 
views were obtained from all classes of 
persons who were familiar with the com- 
munity under study and were really part 
of its life, and from many occupations. 
They represent a true cross section of pub- 
lic sentiment. the survey states. The re- 
sults are presented in detailed tabulations 
which are supplemented by analytical and 
explanatory text. 

Questions asked by the association’s in- 
vestigators included such matters as what 
professional or business group was most to 
blame for the economic difficulties which 


LINCOLN-ALLIANCE 
BANK AND 
TRUST COMPANY 


Rochester, N. Y. 


Member 
Federal Reserve System 
Federal Deposit Insurance Corp. 


began in 1929, which group was most help- 
ful in business recovery, on whose policies 
recovery most depends. 

The material gathered showed that 57 per 
cent of those interviewed appeared to have 
no particular prejudices affecting their at- 
titude toward banking, while 43 per cent 
did have such prejudices. Of the latter, 8 
per cent manifested social prejudices in- 
volving a critical attitude toward banking, 
8 per cent prejudices against banking in 
general, and 17 per cent prejudices based 
on local banking history and experience. 
The remaining 10 per cent had prejudices 
that were combinations of these three. 

Some of the answers and suggestions ob- 
tained as a resuit of the questions used 
“were sound, some were obviously based on 
misconceptions as to good banking practice, 
while still others were plainly unreason- 
able,” the study says. “Nevertheless, all 
three classes of answers were instructive, 
especially the unsound suggestions, in that 
they give a clear insight into the lack of 
banking understanding in the community. 
The correction of this is one of the chief 
objectives for the banker to aim at in his 
public relations policies.” 
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MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 
December 31, 1937 


RESOURCES 

Cash and Due from Banks ...... $222,004,463.06 
U. S. Government Securities .... 134,970,507.10 
State and Municipal Bonds..... 15,090,421.68 
Stock of Federal Reserve Bank... . 2,263,950.00 
Other Securities 59,260,878.26 
Loans, Bills Purchased and 

Bankers’ Acceptances 231,644,434.12 
Mortgages ay 27,300,400.70 
Banking Houses . i 14,046,267.38 
Other Real Estate Equities 5,325,340.96 
Customers’ Liability for Acceptances 17,567,568.17 
Accrued Interest and Other Resources 2,379,044.33 


$731,853,275.76 


LIABILITIES 

Preferred Stock .... $ 9,421,020.00 
Common Stock 32,998,440.00 
Surplus and 

Undivided Profits .. 45,129,356.66 87,548,816.66 
Reserves 10,799,751.65 
Common Stock Dividend 

(Payable January 3, 1938) 824,958.00 
Preferred Stock Dividend 

(Payable January 15, 1938) 235,525.50 
Outstanding Acceptances 18,470,206.85 


Liability as Endorser on Acceptances 
and Foreign Bills 3,681,487.32 
Deposits 610,292,529.78 


$731,853,275.76 


Principal Office: 55 Broad Street, New York City 


64 BANKING OFFICES IN GREATER NEW YORK 


European Representative Office: 1, Cornhill, London, E. C. 3 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 


Both Common and Preferred shares have a par value of $20 each. 
The Preferred is convertible into and has a preference over the 
Common to the extent of $50 per share and accrued dividends. 
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Developing Your Trust Market 


Some Real Facts and Experiences on the New Business Field 


ROBERT P. KELSEY 
Vice President, The Purse Company, Boston 


HY should a New Englander be in- 

terested in the problems and suc- 
cessful trust development in Birming- 
ham? Simply for this reason: Human 
desires, human necessities, the need for 
family protection are the same, but your 
sales-menu must appeal to their appe- 
tites by suggesting fried chicken in Bir- 
mingham and pork and beans in Boston. 
Both groups need nourishment; both 
groups need and can be sold corporate 
trust service. 

Be open minded and free to seize upon 
the helpful suggestions that may come 
from other sections of the country—Be a 
little bit aloof, but not like the maiden 
on Beacon Hill, who said “Why should J 
travel when I’m already there?” 

Some 4,000 institutions with trust de- 
partments claim a responsibility to bene- 
ficiaries of some 80 Billion Dollars. Size 
alone makes this trust business a major 
industry, yet speaking generally it has 
been attempting to proceed with only the 
most primitive conception and knowledge 
of its field. 

What would be the reaction of your 
commercial officer if a manufacturer ap- 
plied for credit but could not answer 
such questions as: 


Have more men or more women 
bought your product during the past 
two years? 

Do women or men place large orders 
with you? 

At what time of the year are your 
customers signing contracts with you? 

How many of your customers buy 
the product of another competitor to 
use in conjunction with yours? 

Who is your strongest competitor? 

What are some of the important 
trends in your line of business? 


From address before the fourth New Eng- 
land Trust Conference, Boston. Dec. 10, 1987. 


Handicaps to New Business 


A certain bank official was surprised 
when I told him that his bank had 
dropped from first place to third in re- 
spect to its share of corporate appoint- 
ments during a certain period. 

Another officer almost called me a liar 
when I pointed out to him that the es- 
tates of women inventoried just twice 
the value of men’s estates that had been 
set up on his books during a recent two- 
year period. : 

Still a third officer doubted my state- 
ment that in the year 1937 to date, sole 
corporate appointments accounted for 
only 742% of worthwhile estates that 
passed through our probate courts. 

There is probably no group of “sales 
managers” that has had to operate un- 
der more unfavorable conditions. In- 
adequate budgets, inadequate schedules 
of fees, lack of understanding and co- 
operation on the part of your senior of- 
ficers and directors—these and many 
others are the handicaps that forced the 
trust industry to operate for so many 
years in the dim light of uncertainty. 

The old order of things has definitely 
changed. We are witnessing a new de- 
sire for analysis and data, and, I believe, 
from now on, we will get it. The ap- 
pointment of Gilbert T. Stephenson as 
Director of Trust Research for the Am- 
erican Institute of Banking was a most 
important step in the right direction. 


Probate Research 


Many of my charts pertain to a re- 
search that I have been maintaining for 
over five years and brought up to Nov- 
ember 1 of this year. It covers all of 
the estates over $256,000 that have been 
probated in Norfolk, Suffolk, Middlesex 
and Essex counties (Massachusetts) 
since September 1, 1932—3,068 worth- 
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while estates involving over $608,000,- 
000. 

In this chart we have plotted two dif- 
ferent percentages—first, the number of 
estates, and secondly the dollar value of 
the estates. 

The prefix “Co” such as “Co-Fiduciary 
appointment” is used as meaning the co- 
appointment of an individual and a cor- 
poration. “Sole appointment” is used as 
meaning an individual appointment or a 
corporate appointment. 


3.068 Estates #F cog Million 


The first line shows the percentage of 
estates whose owners preferred the in- 
dividual. 75.6% the five year average, 
with the trend over the five years re- 
maining constant. % of the people pre- 
ferred the individual. The percentage 
of the $ value—64.8% average for the 5 
years, and a healthy trend in $ value 
during the past two years. The corpo- 
rate $ line includes co-appointments, in- 
dividuals and corporations, and repre- 
sents any business corporations have 
handled whether on a sole or co-fiduciary 
basis. Naturally a healthy improvement 
in the last two years with 35.2% the 5 
year average. Corporate, in number, 
shows 4 prefer to have you do the job. 

* * * * 


Sole appointments, in number, were 
only 11.6% for the 5 year period, drop- 
ping from 12.3% in 1936 to 10% in ’37. 
If I hadn’t made this study for the past 
5 years I could not believe that corpora- 
tions received only 742% of the dollar 


volume in 1937, on a sole basis. A few 
gullible millionaires threw off my calcu- 
lations in 1936 when they received 15.5%, 
compared with 8.9% and 7.4% in the pe- 
riods 1932-3 and 1934-5. 

Here are the will making habits of 20 
millionaires whose estates came to pro- 
bate this year. $40,000,000 worth of 
property and one sole corporate appoint- 
ment. 6 millionaires elected a co-execu- 
tor and 7 a co-trustee: 


Value 
$25,638,873.51 
1,164,540.12 
13,432,085.35 


Executor 
13 Sole Ind. 
1 Sole Corp. 
6 Ind. & Corp. 


20 $40,235,498.98 
Trustee 

10 Sole Ind. 

1 Sole Corp. 

7 Ind. & Corp. 


* * * * 


Here is the story of Sole vs. Co-corpo- 
rate appointments for the 5 year period. 
On the sole basis 11.6% in number and 
9.7% in dollar volume—total: $58,793,- 
000; against a Co-basis of 12.8% in num- 
ber and 25.5% in dollar volume—total: 
$155,237,000. Your trust selling has 
emphasized the Sole basis. How many of 
you stress the Co-basis—apparently the 
line of lesser resistance? 


Don’t worry about intestacy. It was 
only 13% in number of these estates but 
involved less than 7.7% of the dollar 
value, and note the healthy downward 
trend of the dollar value of intestate es- 
tates from 9.6% in 1932-3 to 4.5% in 
1937. In number of intestacies the 
trend has also been downward—from 
15% to 11.4% in the five year period. 


* * * * 


How much is Mr. and Mrs. Worthwhile 
Prospect worth? Generally speaking 
about $200,000. The size of the estate 
that has any Trust provision is $369,963. 
Not $369,000 put in trust, but this 
means that the average estate that had 
any kind of trust connected with it in- 
ventoried $370,000. It is interesting to 
note that women’s estates accounted for 
34.5% of the dollar value, or an average 
of $150,876. compared with $237,341 for 
men. 
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FLORIDAS 


LARGEST SYSTEM 
OF FINE HOTELS 


Live wisely and well—apart from over- 
crowded centers. Bathing, golf, fishing. 
Hotel Manatee River 
Bradenton 

Hotel Sarasota Terrace 
Sarasota 
Charlotte Harbor Hotel 
Punta Gorda 
Hotel Tampa Terrace 
Tampa 
Hotel Floridan 
Tampa 


Useppa Inn 
Useppa Island 
Gasparilla Inn 
Boca Grande 
Everglades Inn 
Everglades 
Rod and Gun Club 
Everglades 


Hotel Dixie Court Hotel Royal Worth 
West Palm Beach West Palm Beach 
Hotel Lakeland Terrace, Lakeland 


RATES depending on hotel 
American Plan $6, $7, $10 and up. 
European Plan $2.50, $3.50, $4 and up. 


Apply to TRAVEL AGENT, individual managers 
or 745 Fifth Ave. ELdorado 5-6700, N. Y. C. 


COLLIER FLORIDA COAST HOTELS 


Of special interest to me is this chart 
showing the month of Will Execution. 
August leads the parade, and if there is 
any one month when Trust Department 
selling is at a low ebb it is August. Jan- 
uary is high, following Santa Claus and 
New Year’s resolution. March shows a 
decline—the headaches of Income Tax. 
June snaps back—trips abroad and other 
vacations. August is high—business 
perhaps quiet—Mr. Prospect has time 
on his hands for an important task. 


Month of Will Execution in 7 States 


January 
February 


September 
October z 
November # 
December _... 
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As in Business... 


Invest in travel wisely 
The Manhattan and Washington 


The largest, most popular ships ever built 
in America are nae | travel investments 
because they give you more for your 
money . . . in sincere hospitality . . . ser- 
vice .. . grand food and in actual value 
received. They are the choice, time and 
again, of the most experienced travelers. 


Weekly Sailings to All EUROPE 


There’s a United States Liner sailing 
every Wednesday at noon direct to Ire- 
land, England, France and Germany. 
Cabin Class on the Manhattan and 
Washington, only $186 up. Tourist from 
$127. Pres. Tne Sa and Roan. Roosevelt 
Cabin rates from $141. For complete de- 


tails see your local TRAVEL AGENT. 


United States Lines 


ONE BROADWAY, NEW YORK 
Offices in 


principal eities 


Building Tools 


Your tools, modern methods of ac- 
counting, etc., are sharp, and you are us- 
ing them effectively after you get the 
business, but some banks are trying: to 
get new business without a true concep- 
tion of the many different elements that 
affect the securing of this business. 


The Trust Department Personnel—A 
few years ago they were frequently re- 
ferred to as “the boys down cellar,” or. 
“the lads up on the third floor.” The 
recognition of the importance of trust 
work has promoted the “cellar gang” and 
has housed them in attractive quarters. 
Trust department personnel is one ele- 
ment that does not need attention. The 
thing that does need attention is to re- 
move the handicaps under which it is 
working—chiefly the lack of cooperation 
from other official internal groups. 


Your Directors—Legislation has done 
much to eliminate that individual who 
accepted a position on the board as a 
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token of esteem and who was a figure- 
head director. Today your directors 


have to know what is going on, but are 
you still afraid to ask them to take off 
their coats and go to work? 


I realize that there are many exten- 
uating circumstances which might pre- 
_ vent a perfect roll-call of the wills of 
some directorates, but as a group they 
tap a potential source of new business. 
Have you all made the effort to explain 
the operations of your department to 
your directors—to ask them for helpful 
suggestions for perfecting your service 
so that they will have complete confi- 
dence and no hesitancy in recommending 
your services to friends and business as- 
sociates ? 


Here is a simple but practical sugges- 
tion. Have your trust officer ask your 
president or chairman of the board to set 
aside one luncheon hour a week and in- 
vite, each week, two members of the 
board. At this luncheon you and your 
executive head can outline your plans for 
development of your trust department. 
Ask the two directors for suggesvions, 
and if you are any kind of a salesman 
you may be able to screw up your cour- 
age to the point of asking these direc- 
tors to name your bank if they have not 
already done so. 


Your Stockholders—It has been my ob- 
servation that, as a group, these are peo- 
ple of means, who buy and hold your 
stocks for a satisfactory yield—and who 
have faith in the management and se- 
curity of your institution for them to be 
a part owner. They represent desirable 
trust prospects, intelligent enough to 
know that the value of their holdings and 
the size of the dividend check will in- 
crease if the profits of the bank are 
stepped up. But have all of you made a 
concerted effort to get the profit possi- 
bilities of trust work impressed upon 
your stockholders? They have bet their 
money on your team. Instill in them the 
desire to “get in and pitch” and not 
merely sit calmly in the right field bleach- 
ers. 


Commercial Officers and Employees— 
Please don’t harbor the thought that I 
am about to recommend making a trust 


solicitor out of every teller, or advocate 
a contest among officers and employees. 
Both of these ideas are fraught with 
danger, but yet many banks have proved 
to their own satisfaction that the official 
personnel of the bank can direct and in- 
fluence a very sizeable amount of trust 
business, provided the personnel is co- 
operative and has been given a talking 
knowledge of your trust service. 


High Pressure Results 


High-pressure methods that were pur- 
sued a few years ago did a serious 
amount of damages and only recently 
are we recovering from the errors in 
judgment that were committed under the 
head of trust selling. I know of a west- 
ern bank that had hit upon what they 
thought was a smart way to sell trust 
service. A keen-eyed, well dressed and 
polished young man was stationed in a 
most prominent part of the lobby. Day 
after day he was button-holing prospects. 
Everyone who didn’t wear a sweater or 
overalls was tackled—if he had a coat on 
he must be a good prospect—was ca- 
joled into a discussion of wills and trusts 
and then led over to the trust depart- 
ment. What was the result? A _ will 
file so large they could hardly count it, 
somewhere between 10 and 15,000. Good 
business? They took account of what 
was happening. Each year 1,000 wills 
were withdrawn of which only 125 were 
probated by the bank—125 probated by 
some other executor—250 returned 
amended—500, one-half of each thousand 
gone forever. 

The death knell of high pressure soli- 
citation as rung in New York City when 
one of the leading financiers in this coun- 
try had four young men in one day from 
four different banks get into his Wall 
Street office and ask him to unfold to 
them his innermost plans for the future 
of his family and business interests. 

The successful, typical New England 
trust solicitor is a patient man a little 
beyond the half-way mark, who shows a 
few of the battle scars of experience—a 
family man of standing in the commun- 
ity—holding the respect and admiration 
of the people he knows—familiar with 
the customs and tastes of people of 















means, convincing in his contacts with 
prospects that he is there to try to serve 
—but the bank he represents and the 
product he may eventually sell is very 
decidedly secondary to his sincere desire 
to be of service to the prospect. 


Don’t expect him to do the impossible. 
Give him your help. Revise the proper 
type of sales promotion that will keep 
him supplied with an active group of in- 
quiries that he can follow each month. 


Here is the experience of one man who 
is with a bank that extends him every 
possible assistance. For the past five 
years he has been supplied with inquir- 
ies that would average 150 each month. 
To impress you with this record I have 
put them on a chart: 


192 Appointments _.....__.__. $23,903,483 
FRESE PERNA a 5,494,334 
oo Lave Tres 1,566,334 
53 Executorship ——___ 9,522,000 
“ies ae 7,111,000 

6 imurane Tr... 210,000 

5334 Calis _ 27 per Appointment 

First Four Years —.__ $13,785,373 

Last Year Ending 11/1/37 __$10,118,110 . 


Satisfied Beneficiaries 


Your beneficiaries or clients I have 
listed as internal because they are al- 
ready in the bank, and in spite of the 
fact that they are on the books I feel that 
they are often mistreated or perhaps at 
‘times neglected. 


The other day I met a lady whose 
grandfather had established two trusts 
for her benefit with two of our leading 
institutions in New England. She ad- 
mitted that, in spite of the fact that her 
husband was an investment counselor, 
she thought the banks were doing a pret- 
ty fair job, “But,” she said to me, “will 
you tell me why, when the bank sends a 
statement of the trust showing the dif- 
ferent holdings, they carry all the items 
at their book value? Are they trying to 
fool me, and don’t they think I know 
what has happened to some of the com- 
mon stocks they have held during the 
past three or four months?” 

I suppose your beneficiaries might be 
divided into two classes, those that are 
contented as long as their income re- 
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mains the same and the second group, 
those who are definitely interested in the 
investment policy. Why not give those 
beneficiaries who want the information a 
true picture of their account? 

You know as well as I do that your 
beneficiaries are concerned by the con- 
tinual gyrations of the financial markets, 
and over the threats that appear on the 
horizon of finance. Can’t you do any- 
thing to help their peace of mind? 

The public and your beneficiaries may 
not tell you how they feel about you, be- 
cause they might hurt your feelings. I 
have made it a point to talk to as many 
beneficiaries as I can. Generally speak- 
ing, they feel kindly toward you, but how 
loud he can talk—that individual who has 
had an unfortunate experience. 

Your Future Estates—represented by 
wills in and out of your file, in which 
your bank has been named. “Don’t touch 
them—let sleeping dogs lie.” Many of 
you tell me that is your policy. Is it a 
good policy? Short-sighted in the ex- 
treme, in my opinion. 
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In 1933 we reviewed over 1,000 wills 
probated in 10 different states. 40 per 
cent were 5 years or older. Do you know 
many people who made estate plans in 
1928 and 1929 who should not have re- 
vised them in 1932 and 1933? 


To let your will file slumber peacefully 
without urging constant will review and 
revision—to neglect what is called “re- 
tention selling”—is to neglect your duty 
to the beneficiaries of 1945 and 1950. 


It’s What They Don’t Know 


The prevailing low rate of intes- 
_tacy would seem to indicate that the 
public has been taught the wisdom of 
making a will. The number of families 
left in want, uncertainty and in trouble 
in this community indicates to me that 
they are not educated to formulating a 
complete estate plan. 


This statement is borne out by the 
fact that my probate research proves that 
during the past five years only 13 per 
cent have included any form of trusts 
under their wills. Some, to be sure, gave 
away or trusteed some of their property 
during life and this is not disclosed in 
probate records. The prominence of the 
individual trustee here in Boston forces 
us to discount the face that sole corpo- 
rate appointments accounted for less 
than 12 per cent of the worth while es- 
tates, and I know that other communi- 
ties can show a much healthier percen- 
tage. Generally speaking, your compe- 
tition is not with the bank across the 
street, and I cannot emphasize _ too 
strongly—patiently and _ continuously 
educate your public. Our records, the 
returns from advertising, show that 
right now people are more anxious for 
information and assistance than during 
any other period. 


Get him on your books on any basis; 
the first step may be a very simple cus- 
tody account for himself, his lodge, his 
church. Sell him on the idea of witness- 
ing the effect of trust supervision 
through a partial or a complete manage- 
ment agency. I don’t want to appear to 
overshadow the service of living trust, 
but I do know that agency service is free 
from the stigma of death and destruc- 


tion and free from the old fear “tied up 
in trust.” 

Don’t be impatient. Analyze your 
closed-business file and you will find 
the period of contact extends from six 
months to five years. And even though 
he buys one product in 1937, he may be 
in the market for another in 1938. 

Here is one New England bank with 
whom we have had the privilege of 
working each and every year since 1924. 
They have maintained a coordinated and 
consistent development program without 
interruption. 


Regardless of whether you are selling 
Wills and Agencies or washing machines 
—if your business grows from 18 mil-. 
lion in 1924 to 300 million in 1937 your 


policies must be right. And please note 
—the banking resources—47 million in 
24 and 90 million in ’37. 

More about Bank X. Maintaining a 
trust prospect list of 2,000 in 1924, grad- 
ually enlarging to 9,200 in 1937. And 
each year this prospect list was subject- 
ed to a carefully planned, coordinated 
Trust Development Program. Does it 
pay? Business traceable to this list in 
13 years—$147,000,000 plus 380 wills. 
An average of $11,000,000 new business 
each year. 

In our contacts with many trust in- 
stitutions, we know which ones are go- 
ing ahead. Those making the most 
healthy progress are those that have laid 
out coordinated programs with care and 
maintained them over a period of years. 























Advances to Trust Beneficiaries 


Improving Administrative Procedure by Unifying Policy 


and Records 


HENRY H. DEBES 
The National City Bank of New York 


Fifth in the series of 1937 trust major theses of the Graduate School 


of Banking being published in substance by Trust Companies Magazine, 
this study from the business viewpoint, discusses the nature, operating 
problems and control of trust advances, and outlines a safe and efficient 


system for handling these loans. 


HE need for trust advances in any 
complete and thoroughly rounded 
and active trust service, will, I believe, 
be conceded, although some _ institu- 
tions have experienced less need for 
them than others, depending on the 
general type and nature of their ac- 
counts. 

It is felt that the proper approach 
to a study of the handling of trust ad- 
vances is from the business viewpoint. 
It must be based on sound principles 
and backed by facts that have a legal 
application or could reasonably be ex- 
pected to be acceptable as evidence in 
a court of law. 


Before the involved practices of the 
modern day corporate trustee, under 
common law there was no question 
that, if necessary expenses, payments, 
etc. were incurred, the trustee was en- 
titled to reimbursement out of the trust 
property or out of the interest of the 
one who benefited from the expendi- 
ture. The application of common law 
is not so simple, however, when the 
trustee is also a banker. It is contin- 
ually questioned whether the trustee 
did this or that as banker or as trustee 
and did he enter a transaction with 
the motive of individual gain. These 


questions in many different forms were 
gradually brought up in law suits, de- 
cided by the courts in the light of com- 
mon law, written into the law records 
and today are frequently cited and the 
principles involved are generally ac- 
cepted. 
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Legal Basis 


The tentative drafts of the Restate- 
ment of the Law of Trusts which had 
a restricted circulation shows that 
many old cases were studied by the 
committee before final publication and 
it was determined that the courts very 
generally agreed that the trustee was 
entitled to enforce his lien upon the 
trust property for expenses properly in- 
curred by him by sale or mortgage of 
trust property. Proper expenses, it is 
stated, include such unusual items as 
the cost of building an embankment to 
preserve a farm from inundation, ex- 
penses incurred in completing erection 
of buildings, purchase of land, and 
trustee of leasehold incurring liability 
under mortgage. In some cases, how- 
ever, the committee found where a test- 
ator directs his executors and trustees 
to continue to carry on the testator’s 
business, ordinarily the trustees are 
entitled to indemnity for liabilities in- 
curred by them in carrying on the bus- 
iness only out of the assets employed 
in the business. 

The committee also determined by a 
study of related cases that the trustee 
is entitled to indemnity out of a trust 
estate for expense properly incurred 
although the trust is a spendthrift 
trust. 

Overpayments to a beneficiary out of 
a spendthrift or other trust, the com- 
mittee found, can be recovered from his 
interest in the trust property. Also, 
the trustee as trustee or as an indi- 
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vidual can likewise recover loans or ad- 
vances made out of the trust property 
and the charge against the beneficiary’s 
interest is not necessarily affected by 
a voluntary of involuntary transfer, 
by the beneficiary of his interest, even 
though the trust might be a spend- 
thrift trust. 

The foregoing appears to give the 
trustee considerable leeway in making 
advances, but it is not intended here 
to offer any legal opinion as to what 
protection or right to indemnity is 
afforded in general by the laws. I have 
assumed that due legal consideration 
is given to each individual advance be- 
fore it is made. 


Types of Income Advances 


As a general rule advances are made 
to income beneficiaries against accrued 
income if the income when collected 
is available for repayment, and to the 
trust estate to provide for payment of 
charges against the principal of the 
estate if the trust estate does not have 
the amount of cash necessary to make 
such payments. 

Assuming that the procedure, rec- 
ords, accounting and controls are ade- 
quately provided as, or substantially 
as, hereinafter described, it would ap- 
pear that the following types of in- 
come advances in addition to those 
made against accrued income would be 
proper and amply protected, although 
some are in the nature of loans and, 
by preference, could be so carried. 

a. Against unpaid mortgage interest 
up to the estimated amount that would 
be applicable to income in the event 
of foreclosure and eventual sale of the 
property, taking into consideration ex- 
penses and prior liens that will have 
to be paid before the principal of the 
mortgage and unpaid interest. 

b. Against coupons withheld from 
collection pending determination of 
suits such as might result from suspen- 
sion of gold payments or repudiation 
of the promise to pay in stipulated 
currencies. 

ec. Against properly assigned collat- 
eral held outside the trust estate, or on 
appropriate third party guarantee and 


the beneficiary of the trust requests 
that income collected from the trust 
assets be applied in reduction of the 
advance. 

d. Against declared dividends. 

e. To income beneficiaries of revoc- 
able trusts where directed or approved 
by controlling settlors, and repayments 
are appropriately guaranteed by pledge 
of principal of trust. 

f. Secured by letters of indemnity 
signed by all remaindermen. 

g. aused by paying real estate car- 
rying charges repayable either out of 
future earnings of the property or out 
of the proceeds of eventual sale. 

h. Caused by payment of taxes which 
represent an equitable lien on the re- 
lated property. 

i, To income beneficiaries where in- 
vasion of principal is possible, such as 
where a trust is created for a child 
until he or she reaches a certain age at 
which time he or she receives the prin- 
cipal. In such cases appropriate affi- 
davit is required to show current in- 
come insufficient for proper care, com- 
fort and support. 

j. To pay service fees, interest due 
and commissions due. 

k. Against not readily salable assets 
representing invested income. 

l. To trusts to provide necessary 
cash income for life tenant under in- 
struments that provide for the princi- 
pal to remain in perpetuity, such as 
provision for care, comfort, and sup- 
port during life and principal then held 
in trust for a charitable institution. 


Proper Charges to Principal Account 


The following types of principal ad- 
vances would appear to be proper and 
amply protected under the method of 
handling advances as described in this 
paper. 

a. For the purchase of securities, to 
be covered by the proceeds of the sale 
of other assets when it appears pru- 
dent to complete the purchase side be- 
fore the sale order is executed. 

b. For payment of attorneys’ fees, 
reasonable accounting expenses, com- 
missions, interest, taxes, and other 
such charges to principal which will be 
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covered upon receipt of cash or are 
proper payments for which the trustee 
or executor can take credit in account- 
ing. 

c. For annuity payments, support, 
care, comfort and education, where the 
instrument permits the invasion of 
principal, and cash funds are not then 
available. 

d. To pay the costs of foreclosure 
actions on bonds and mortgages which 
are repayable out of the proceeds of 
the related real estate. 

e. To make emergency payments in 
compliance with court orders, which 
advances will be repaid out of future 
liquidation of assets. 

f. Where cash is not available for 
necessary expenses relating from con- 
demnation proceedings, property im- 
provements and rehabilitation incurred 
for the preservation of the trust corpus. 

g. Against principal for enhancement 
of value of a present asset, repayment 
of which is covered by assignment of 
remaindermen’s interest. 


What Records Should Show 


Whether the necessity for making an 
advance arises from request by the ben- 
eficiary, or the trustee’s decision, in the 
performance of his duty, that he must 
provide funds for the trust for some 
particular purpose, there should be a 
uniform method of recording the under- 
lying facts. The record should be in 
such form as to provide adequate proof 
and permissible evidence of the facts 
taken into consideration in the deliber- 
ations prior to making the advance. 

The preparation of a simple cash 
debit ticket does not in itself serve any 
purpose other than a mechanical oper- 
ating control of the accounting entry. 
There has been, no doubt, serious ad- 
ministrative consideration given to the 
question before it was decided to make 
the advance and a record showing this 
background should be maintained. The 
proper place to keep this record is in 
the administration abstract records 
where it will be readily accessible for 
reference in support of the current ad- 
vance and for consideration when mak- 
ing future advances. 
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It should take the form, in principle, 
of the offering ticket as used by the 
banker when making a loan. It should, 
of course, show the name and identi- 
fication of the account concerned, pur- 
pose of the advance, the date and the 
amount, indicating whether income or 
principal. It should show essential 
facts such as; (if income advance)— 
whether the advance is a lien on the 
trust corpus and is assignable, annual 
income of the trust and portion already 
collected, further remittances to be 
made out of income, and when and how 
advance will eventually be covered. If 
it is a principal advance, the record 
should show the approximate market 
value of the trust assets and any un- 
usual provisions of the account which 
might affect the extent to which the 
corpus can be considered as collateral 
to secure the particular advance. 

It is, of course, fundamental that an 
advance made to one person cannot be 
secured by any portion of that part of 
the trust estate accruing or payable to 
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another unless appropriate assign- 
ments are obtained. If such conditions 
exist, any remaindermen assignments 
that have been obtained should be so 
indicated in the records. Advances 
caused basically by Bond and Mort- 
gage or Real Estate requirements 
should be so described and the value 
of the related Real Estate explained. 
(Assessed valuation if current apprais- 
al not available). 

Accounts for which advances are 
habitually required should be especially 
noted and the offering ticket should 
show when and why the last advance 
was made and how it was covered. 

Ordinarily it is not desirable to build 
up a vast amount of summarized mat- 
erial which may be required only occa- 
sionally, and further, if such summar- 
ized material is contained in text form, 
it is not much more useful as ready ref- 
erence than are the trust administra- 
tion and investments folders in them- 
selves. It is, therefore, my thought 
that the development of the offering 
ticket form, generally in use in com- 
mercial banking, would provide a very 
practical and dependable source of in- 
formation for the consideration of the 
trust officers in making advances and 
providing evidence of approval for the 
records. 

While unusual circumstance may -re- 
quire special data, the following stand- 
ardized form would provide sufficient 
information to intelligently pass ap- 
proval on the normal or general types 
of advances. It is not suggested that 
they be used in case of small routine 


advances such as a few dollars income: 
advance secured by accrued income 
and technical or overnight advances. 
created through bookkeeping methods. 
But since an advance is a somewhat 
unusual phase of the trustee’s duty, is. 
it not most important that each ad- 
vance be supported by a record of the 
related considerations taken into ac- 
count at the time the advance is made 
instead of trusting to memory and 


guess work at some future date? 
(See form next page) 


Approval by Officers 


If the advance is a routine one, that 
is, against accrued income or other 
generally accepted security, then it 
becomes a question of regular adminis- 
tration and there is usually no need 
for extended deliberation. Other ad- 
vances, however, should be considered 
from every angle, in fact it might be 
necessary to obtain legal advice. The 
final approval should not be left in the 
hands of any one individual! officer. 
There should be at least a dual admin- 
istrative act, either a junior and a sen- 
ior officer or two seniors. 

Regulation F requires committee ac- 
tion or at least a quorum of the trust 
committee on such acts of the trustee 
as opening and closing of accounts, 
periodic review of investments, and ac- 
counts with uninvested cash balances. 
Some advances present even more ser- 
ious and important consideration and, 
therefore, should have final approval 
passed by the trust committee. 

The following approved requirements 
for income advances are intended to 
represent a typical set-up for operation 
by a corporate trustee handling a vol- 
ume of say, five hundred accounts or 
more and incorporates the idea of offi- 
cial dual action. 


Operating Procedure 


1. Regular advances within the an- 
nual rate of income actually received. 
Such advances up to $500 at any one 
time and a total outstanding of $1,000 
to be upon written authority of the 
offiicer (may be Junior) handling the 
account and another offiicer. Beyond 
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these limits—to require the written say $1,000 or when the total of ad- 
authorization of the officer handling the vances exceeds a limit of say $2,000, 
account and of a Senior officer. the approval of the trust committee 
2. Occasional advances within the must be obtained. 

annual rate of income actually re- 3. Any advances greater than the 
ceived. a. Such advances up to $100 at annual rate of income actually received 
any one time and a total outstanding of —must have the written approval of 
$500 to be upon written authority of the trust committee. 

the officer handling the account and of 4. Advances for the following reasons 
a Senior officer. Advances exceeding should be approved by a Junior officer: 
such amounts—to require the written a. Miscellaneous charges against in- 
approval of the officer handling the come, as telegrams, etc. b. Real Estate 
account and of two Senior officers. b. expenses such as insurance premiums, 
When a single advance exceeds a dis- etc. c. Purchase of accrued income 
cretionary limit that might be set at when bonds are bought. d. Interest on 


AUTHORITY FOR ADVANCE—TRUST DEPARTMENT 


Income Principal 
If this is an increase, the total amount will be $ 
Advance $ 
Title of Account 
Purpose or reason __. es 


If Income: 

If income beneficiary has a vested remainder interest, show facts below under “If 
Principal.” 

Will income accrued be available to meet advances on death of life beneficiary? —_._._. 

Annual income collectible for trust year $ 

Income already collected 

Further remittances to be made 

Show below amount of interest in arrears on Bonds and Mortgages, and unpaid in- 
terest on foreclosed Real Estate. , 


If Principal: 

Approximate market value of bonds 

Approximate market value of stocks $ 

Par value of Bonds & Mortgages: Free of arrears $ 

In arrears 

Real Estate—assessed value 

Real Estate, foreclosed, not yet sold: Inventory value 
Unpaid interest on original mtge. $ 
Foreclosure costs & other liens 
Estimated market value 


Remarks: (continue on reverse side if necessary) 


Are Remaindermen interests assigned: 
When will advance be covered: 
How: 


Requested by 
Officer 


» since covered, see authority 
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advances. e. 
mission. 

After obtaining the necessary ap- 
provals, the matter of passing the en- 
tries can be handled in a routine man- 
ner and the actual advance amount 
shown on the posting ticket by the 
bookkeeper for the purpose of the 
records. Many courts have contrued 
these tickets as the original entry 
record and they are accordingly requir- 
ed as legal evidence. Therefore, they 
should be complete in every detail in- 
cluding the approval of the advance. 
It is not necessary for the bookkeeper 
to return the posting ticket to the trust 
officer when the original approval is 
shown in the offering ticket. The in- 
dication of proper approval can be 
made on the posting ticket by a desig- 
nated senior man or junior officer who 
would determine from the offering tic- 
ket that the required approvals had 
been obtained. 


Charging trustees com- 


Distinctions in Principal Advances 
The relative importance from the ad- 


ministration viewpoint of principal ad- 
vances cannot be classified in the same 


way as income advances. There are 
generally very definite and _ special 
reasons taken into account when ad- 
vancing principal funds. When funds 
are advanced to pay foreclosure costs, 
or to make required principal pay- 
ments, it is done only with the know- 
ledge that certain definite means are 
available which will permit the trustee 
or executor to eventually credit him- 
self in accounting or otherwise to 
liquidate the debit. 

Each separate transaction affecting 
an account to which an advance has 
been made need not be approved by 
senior officers but they should set and 
approve a fixed program for the ac- 
count based on the facts of the specific 
case and the officer administering the 
account would be guided accordingly. 

Principal advances of a temporary 
nature, however, can be approved by 
the administration officer handling the 
account. Such advances usually result 
from the actions of the investment com- 
mittee in purchasing securities in anti- 


cipation of the redemption or sale of 
some other asset or the consummation 
of other approved transactions which 
will provide cash funds in due course. 


Accounting and Control 


The original entry or cash journal 
tickets are the basis of the daily ac- 
counting control, the total of which is 
charged to Trust Funds on the general 
ledger. Of course, every ticket does 
not affect an account to which an ad- 
vance has been made. It is, therefore, 
necessary to enforce strict rules in the 
bookkeeping department so that all 
debit tickets either creating or increas- 
ing an existing debit balance in an ac- 
count be referred for special attention 
and approval. 

It is the almost invariable practice 
for trustees to make advances out of 
its individual property. In the interest 
of economical operation, it should not 
be necessary to establish a set of sep- 
arate records such as is usual in com- 
mercial banking. As an expedient, the 
existing trust cash books can be used 
by considering the accounts with debit 
balances as the detailed record sup- 
porting the asset on the general ledger. 
The debit accounts are segregated and 
the balances added at the end of each 
day and a total established and check- 
ed. The difference between this total 
and the total as of the previous day is 
either debited or credited to the gen- 
eral ledger control acount by a supple- 
mentary bookkeeper’s proof. 

As a further identification of the de- 
tails supporting the asset, each ac- 
count showing a debit balance should 
be indicated by a symbol denoting that 
as of the day shown an advance was 
made or existed and is to be so con- 
sidered in support of the trustee’s in- 
dividual asset. Since all trust accounts, 
debit and credit, are set up in alpha- 
betical ledger form, the symbol and the 
date on each debit balance will serve 
as definite identification of the detailed 
record supporting the total asset. 

The use of the symbol on trust ledger 
accounts can be defined under an ap- 
proved system to mean that that parti- 
cular account received an advance from 
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the trustee’s individual property and 
not an advance payment from the trust. 
The trustee must maintain the position 
as lender to the trust. While such 
records do not protect the trustee in 
making the loan, they do, nevertheless, 
place him in a position to maintain the 
propriety of such action better than 
he could maintain the propriety of 
making an advance from the trust to 
a beneficiary. It is also well to avoid 
the use of the word “overdraft” or the 
symbol “O.D.” 


Examination and Audit 


The internal controls as described 
herein would probably be somewhat of 
an inovation in trust administration 
and operation. However, the develop- 
ment of trust department examina- 
tions by the supervising authorities to 
determine the extent of hidden or un- 
recorded possible liabilities of the 
trustee, a matter we cannot afford to 
disregard or minimize. It is a perfect- 
ly natural trend and in line with pres- 
ent-day government policy as applied 
to bank supervision. 

The trustees in their fiduciary cap- 
acity are accountable to the courts of 
law and it is practically impossible to 
properly criticize a matter until it is 
declared improper by those courts. We 
should, however, be confident when the 
examiner enters our institution that he 
is not going to find any objectionable 
conditions or at least any with which 
we are not already familiar. I feel 
that no corporate trustee is organized 
or constituted in a way that makes an 
independent internal auditing depart- 
ment unnecessary. Such auditing de- 
partment should be entirely divorced 
from operations and administration. 

An auditing department, so function- 
ing, is in an ideal position to perform 
the independent check and see that the 
internal operating and administrative 
controls over advances are being ap- 
plied as provided. Obviously, if we 
attempted to “audit” the discretionary 
acts of a trust officer, we would get into 
involved questions that could be argued 
pro and con indefinitely. But the aud- 
itor, with a thorough knowledge of the 
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prescribed procedure, should keep in 
close touch with the day to day opera- 
tions and see that proper approvals 
are being obtained on all advances. 
Periodically, at least twice a year, he 
should analyze all advances to deter- 
mine that the underlying facts on 
which the advances are based are prop- 
erly stated on the offering tickets. He 
should also determine that they have 
not remained outstanding for excessive 
periods without good reason and that 
the program for liquidation as origin- 
ally approved is working out or, if not, 
obtain satisfactory explanations. 

The auditor should also study trends 
of totals of advances classified as to 
the various type to determine if any 
unusual conditions are developing and 
make reports to the executive officers. 


Savings Through Centralized Policy 


The first time that an account is con- 
sidered for an advance, the informa- 
tion and data are compiled and clearly 
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recorded for present and future use. 
Subsequent advances in the same ac- 
count can be considered on the basis 
of the same information, it being ne- 
cessary simply to bring the record up 


to date. The saving effected is partic- 
ularly desirable as it represents the 
time of the senior or higher salaried 
officials. It is quite probable that an 
analysis of trust accounts within a 
given institution would show that a 
large majority of the advances could 
be classed as routine. Therefore, it 
would be possible for the senior officers 
or even the trust committee to approve, 
at the request of the trust officer hand- 
ling the account, a pre-determined ad- 
vance plan and so long as the status 
of the account remains the same, the 
authority to approve the actual ad- 
vance could be delegated to a junior 
officer. 

By clearly recording the bases for 
advances, savings will also be effected 
in the time spent by both the senior 
and junior officers with the supervising 


authorities, directors’ examining com- 
mittee, internal auditing department as 
well as other departments and indiv- 
iduals concerned with the status of an 
account. . 

Compilation of the background of ad- 
vances being available in as nearly a 
standardized form as possible would be 
extremely helpful in determining fu- 
ture policies. While it is probably all 
right for an individual trust officer to 
pass on advances for aceounts within 
his jurisdiction, nevertheless, it is dan- 
gerous from an institutional policy 
viewpoint and periodic reviews at a 
centrally approved point, where exper- 
ience could be studied for future guid- 
ance, would be helpful. 

Also, at this central point it would 
be independently determined that the 
approved pre-determined program on 
each advance was followed or devia- 
tions satisfactorily explained. By clas- 
sifying the various types of advances 
at this central point, it would be pos- 
sible to put your finger on an unhealthy 
condition that may be developing but 
would not be apparent in reviewing one 
or a group of accounts. 

Again, comparing a trustee making 
an advance to a banker making a loan, 
we know by experience that the results 
obtained in liquidating defaulted loans 
are considerably better when carried 
out independently of the loaning officer 
and before a situation becomes too in- 
volved. Likewise, troublesome situa- 
tions arising out of unpaid trust ad- 
vances may be more advantageously 
worked out through an independent 
unit or at least under separate super- 
vision. 

Another factor that offers desirable 
benefits through completeness of rec- 
ords occurs when a change in admin- 
istration officers is necessary. It is un- 
questionably better to have a clear 
record of supporting data to previous 
advances available to the officer who is 
already burdened with the task of fam- 
iliarizing himself with a number of ac- 
counts and it serves as a check on his 
interpretation of the instrun.ents and 
the status of the accounts which he is 
seeing for the first time. 
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Common Trust Fund A Reality 


(Continued from page 21) £ 
‘fairness but also because in some states 
such as New York a statute requires 
that the method of valuation be laid 
‘down by local public authority. 


The regulation provides, of course, 
that admission and withdrawal of par- 
ticipations may only occur on valua- 
tion dates (or within two business days 
thereafter) and also contains a very 
valuable provision that admissions and 
withdrawals shall not be permitted un- 
less prior to the valuation date notice 
of intention to participate or withdraw 
is given in writing to the bank or a 
‘written notice of the contemplated par- 
ticipation or withdrawal is made on 
the records of the bank. This same 
provision appears in the New York 
statute except that the notice there re- 
quired must be given at least five days 
before the valuation date. 


This requirement has two major ad- 
vantages. One is that it tends to pre- 
vent a co-trustee or a settlor or other 
person controlling the investments of a 
trust from using a common trust fund 
as means of making short term profits. 
Even more important, however, is the 
fact that the five days notice gives the 
bank that much time to determine the 
dollar amount of new participations 
and withdrawals and to liquidate as- 
sets of the common trust fund, if ne- 
cessary, to provide enough cash on the 
valuation date if withdrawals are going 
to be in excess of admissions. 


What is a “Small” Trust 


The principal provision of the regu- 
lation which is likely to prove disap- 
pointing both to trustors and banks is 
that which in effect limits to amount 
of any trust which may be invested in 
a common trust fund to $25,000. This 
‘same limitation exists in the New York 
statute. It is perfectly true that the 
major purpose of a common trust fund 
is to give a corporate trustee a piece 
of machinery which will enable it to 
serve its small trusts better than is 
possible at present, by giving the small 
trusts the advantages of the diversi- 
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fication of a large fund. It is also true 
that the secondary purpose of a com- 
mon trust fund is to help cut down the 
expense of banks in operating small 
trusts. 

However, if the principle of diversi- 
fication is sound for small trusts it is 
equally sound for any trust provided 
that no one obtains a dominating posi- 
tion in the fund. (As pointed out 
above, this is prevented by the require- 
ment that no trust may own more than 
10% of a common trust fund at the 
time of investment.) The definition 
of a small trust varies in different parts 
of the country. Probably nobody will 
deny that a trust of over $100,000 can 
ordinarily be suitably invested by it- 
self, but a trust of $30,000, $40,000 or 
$50,000 should be permitted to enjoy 
the advantages of a common trust fund 
just as much as one of $25,000. 

In addition to this restriction, it is 
also provided that not more than $25,- 
000 from any one trust may be invest- 
ed in any number of common trust 
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funds. This restriction seems to be 
equally on the conservative side. For 
example, if a New York bank maintains 
two common trust funds, one limited 
to legals pursuant to the Banking 
Law, and one giving the trustee discre- 
tionary investment powers, it seems 


hard to see why a trust of $50,000 
which specifically authorizes the use 
of the second of these common trust 
funds should not be permitted to place 
$25,000 in the “legal fund” and $25,000 


in the discretionary fund. 

To provide against one person get- 
ting around the above mentioned re- 
striction by creating a large number 
of trusts it is provided that if two or 
more trusts are created by the same 
settlor or settlors and as much as one- 
half of the principal or income, or both, 
is payable or applicable to the use of 
the same person or persons, such trusts 
shall be considered as one. 

Doubtless the Board and the New 
York legislature felt that in authoriz- 
ing such a novel activity for banks as 
common trust funds it would be well 
to make haste slowly, and so to set a 
fairly low limit on the amount which 
might be invested in such funds by any 
trust. However, since the reason for 
the limitation is presumably a pratical 
rather than a logical one, and since it 
limits the full effectiveness of the fund, 
it is to be hoped that as the operation 
of common trust funds proves success- 
ful the figure of $25,000 will be in- 
creased to $50,000 or higher, or, prefer- 
ably, removed entirely. 


Two Wise Restrictions 


Two wise restrictions are that not 
more than 10% of the value of a com- 
mon trust fund may be invested in the 
stocks, bonds and other obligations of 
any one corporation, except that this 
restriction does not apply to U. S. Gov- 
ernment obligations. Thus diversifica- 
tion within the fund itself is required. 
Furthermore, the common trust fund 
is not permitted to own more than 5% 
of any one class of shares of any one 
corporation, thus effectively preventing 
the common trust fund from obtaining 
a dominating control in a particular 
corporation or industry. 

The regulation requires that the 
bank have the exclusive management 
of a common trust fund and make no 
charge for such management. This 
requirement is, of course, absolutely 
necessary. It would be most improper 
if a co-trustee could interfere in the 
management of a common trust fund, 
and since the bank is receiving com- 
pensation in accordance with statute, 
custom or contract with respect to each 
trust, it should not receive additional 
compensation out of the common trust 
fund. Of course the reasonable ex- 
penses of administering the fund, of 
the type which would be proper charg- 
es against the separate trusts, are 
chargeable to the fund. 

The last paragraph of Section 17 is 
one which illustrates the far-sighted- 
ness of the Federal Reserve Board in 
its attitude toward this regulation. The 
general effect of this paragraph is that 
an innocent mistake shall not be deem- 
ed to be a violation of the regulation if 
corrected promptly on discovery. This 
means that the common trust fund will 
not lose its tax free status if in spite 
of the exercise of good faith and due 
care the regulation is violated in some 
respect. 


Ready for Action 


It is generally understood that the 
New York Banking Department is ac- 
tively engaged in the preparation of 
its regulations under the New York 
statute and there is reason to antici- 
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pate that definite action in this regard 
will be taken by the Banking Board 
within a month or two. It is also un- 
derstood that the New York regulations 
will wherever possible duplicate those 
of the Federal Reserve Board so that 
a New York bank will not be placed 
in the position of having to conform to 
divergent rules covering the same sub- 
ject. 

When the New York regulations have 
been issued it will then be possible for 
a New York bank to establish and main- 
tain a common trust fund pursuant to 
Section 100 (c) of the Banking Law 
which will be free from taxation both 
by the Federal and State governments. 
In other states which already have leg- 
islation authorizing common trust 
funds it may be that the promulgation 
of the Federal regulations has made 
the way clear to immediate establish- 
ment of such funds but this is a ques- 
tion as to which legal advice in the 
state in question would have to be ob- 
tained, especially on the question of 
the fund’s status with regard to state 
taxation. 


It is also possible that in any state a 
discretionary fund of the type de- 
scribed toward the beginning of this 
article could now be established for 
the benefit of trusts which could be 
amended so as the specifically author- 
ize the use of such a fund. However, 
a devision in this regard should only 
be made on the advice of the bank’s 
own attorneys, and in any case it may 
be advisable in such communities first 
to make an endeavor to obtain local 
legislation’ where none now exists; 
otherwise it is possible that a subse- 
quently enacted common trust fund 
statute might contain provisions in- 
consistent with the plan of a fund now 
created and to which the fund might 
find it difficult to conform. 


In conclusion it seems appropriate 
to say that the writer, although not a 
member thereof, has had the privilege 
of participating in some of the deliber- 
ations of the Common Trust Fund Com- 
mittee of the Trust Division under the 
chairmanship of Mr. Carl W. Fennin- 
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ger, Vice President of the Provident 
Trust Company of Philadelphia, and 
in some of that committee’s conferences 
with representatives of the Federal Re- 
serve Board. There is no question in 
my mind but that the splendid lead- 
ership of this committee and the ex- 
tremely constructive and cooperative 
spirit evidenced by Messrs. Walter 
Wyatt, B. Magruder Wingfield and 
others representing the Federal Re- 
serve Board, are entirely responsible 
for the fact that the regulations are 
complete, fair and workable. 

It seems equally appropriate to men- 
tion that without the keenly percep- 
tive understanding of Surrogates Foley 
and Delehanty of New York County, 
and the intensely interested assistance 
of Superintendent William A. White 
and his associates in the Banking De- 
partment, the eminently satisfactory 
and practical New York statute would 
never have taken form. The various 
public officials never lost sight of the 
necessity of the complete protection of 
the interests of the public, and yet 
never failed to take an entirely prac- 
tical point of view with reference to 
the administrative problems involved. 


Cincinnati, O.—At a recent meeting of the 
Cincinnati Corporate Fiduciaries William 
Coughlen, trust officer of the First National 


Bank, was elected president. Other officers 
serving with president Coughlen are: vice 
president, Harry W. Wehmer, trust officer 
of the Provident Savings Bank & Trust Co.; 
secretary and treasurer, Edward W. Nippert, 
assistant trust officer of the Fifth Third 
Union Trust Company. 
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WHEN YOU NEED IT MOST 


Read how The Marine Trust C ompany 
makes bookkeeping easier with 
Remington Rand “85's” 


**A T the first of the month—when we need time most— 

cash bookkeeping is made easier by our Reming- 
ton Rand machines,” says the Trust Department of the 
Marine Trust Company, Buffalo, N. Y. 


“Instead of writing three records separately, we pre- 
pare the customer’s statement . . . journalize ... and 
post the ledger in one high-speed operation. Formerly 
our statements had to be typed from hand-posted 
ledger sheets, so it’s easy to see we save considerable 
time every month. 


“Our security bookkeeping, too, is much faster. 
Journal, Property Record and Security Records all are 
posted simultaneously. Here, as in cash bookkeeping, 
the machines compute balances and furnish autornatic 
mechanical proof that posted figures are correct.” 


LEARN HOW THE “85” CAN HELP YOUR BANK. 
The Marine Trust Company is but one of many leading 
banks that save time every month with Model “85”. 
Your bank, too, would find it a profitable investment. 
For complete facts about this speedy, completely 
electrified machine, phone today or write Remington 
Rand Inc., Buffalo, New York. 


OK: iti from Remington Rand 


STE ey PRS a 
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ONLY THE REMINGTON RAND “85” 
GIVES YOU ALL THESE 9 FEATURES 


1 Complete electrification of 
all alphabet and numeral keys 
and of carriage. 


2 Complete flexibility of reg- 
isters, providing extra accu- 
mulations without rebuilding 
or replacing machine. Addi- 
tional registers limited only 
by length of carriage. 


3 All registers visible for col- 
ummnar accumulation and cross- 
computation. All registers 
equipped with direct subtrac- 
tion, providing contra-entries 
within specific column, and 
instant correction of errors. 

4 Completely electrified auto- 
matic tabulation from column 
to column. 


5 Complete visibility of writ- 
ing line, permitting easy 
checking of every entry. 


6 Automatic line proof of 
each individual entry pro- 
vides instant audit. 


7 Independent control of 
each related form to be pre- 
pared simultaneously. 


8 Uniform legibility of all 
records. 


9 Made by Remington 'Rand 
Inc., Buffalo, New York, the 
only single manufacturer who 
can supply complete account- 
ing systems, equipment and 
assume complete responsi- 
bility. 


MANUFACTURERS OF ALL TYPES OF OFFICE MACHINES AND SYSTEMS EQUIP- 
MENT, PROVIDING COMPLETE INSTALLATION AND FULL RESPONSIBILITY. 





TRUST COMPANIES 


Guaranty Trust Company 
of New York 
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Condensed Statement, December 31, 1937 


RESOURCES 

Cash on Hand, in Federal Reserve Bank, and Due 
from Banks and Bankers $ 478,270,301.14 
Bullion Abroad and in Transit 69,987.00 
U. S. Government Obligations 540,506,067.95 
Public Securities 53,300,711.96 
Stock of the Federal Reserve Bank 7,800,000.00 
Other Securities 16,817,682.73 
Loans and Bills Purchased 623,244,876.98 
Items in Transit with Foreign Branches 269,113.81 
Credits Granted on Acceptances 27,127,146.90 
Bank Buildings 12,424,191.87 
SERRE IES A ” 461,961.24 
Real Estate Bonds and Mortgages 2,048,627.06 
Accrued Interest and Accounts Receivable 19,594,268.87 
$1,781,934,937.51 


LIABILITIES 
CEE ee or $ 90,000,000.00 
Surplus Fund 170,000,000.00 
Undivided Profits 11,690,064.38 
$ 271,690,064.38 
Dividend Payable January 3, 1938 2,700,000.00 
Foreign Funds Borrowed 106,000.00 


Miscellaneous Accounts Payable, Accrued Interest, 
RA TERE AON See P RONEN aC oman 20,422,691.37 


Acceptances $ 45,065,770.59 


Less: Own Acceptances Held for 
Investment 17,938,623.69 
27,127,146.90 
Liability as Endorser on Acceptances 
and Foreign Bills 8,821,208.00 
Agreements to Repurchase Securities Sold 1,260,314.00 
Deposits $1,424,208,361.03 
Outstanding Checks 25,599,151.83 
1,449,807,512.86 
$1,781,934,937.51 


Securities carried at $41,222,922.29 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 
(Member Federal Deposit Insurance Corporation) 
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Realistic Tax Revision 


(Continued from page 15) 


Estate and Gift Tax Problems 


(1) Where a settlor creates an ir- 
revocable trust, the income to be pay- 
able to the settlor for life, with re- 
mainders over, it is illogical to im- 
pose the gift tax upon the gift of the 
remainder interests when the trust is 
created, and also to require the inclu- 
sion of the trust assets in the settlor’s 
estate for estate tax purposes at the 
settlor’s death. In such situations, it 
is believed that the gift tax only should 
apply. 


(2) Under present law, the total 
value of property owned by a husband 
and wife as tenants by the entireties 
must be included in the estate tax re- 
turn upon the death of either husband 
or wife, unless the survivor can show 
that he or she contributed a part or all 
of the purchase price of the property 


so owned. On the other hand, where: 


either husband or wife purchases prop- 
erty, and pays the full consideration, 
but has title conveyed to both husband 
and wife as such tenants by the entire- 
ties, it is claimed that the spouse so 
purchasing the property has made a 
gift to the other spouse and a gift tax 
is claimed. One court held that such 
a transaction does not involve a gift, 
and that no gift tax is due, but to elim- 
inate uncertainty and doubt, this rule 
should be incorporated into the statute. 


(8) The federal estate tax law should 
be revised to provide for reimburse- 
ment to an executor or administrator 
who has been compelled to pay the 
estate tax upon property which never 
came into his possession, as, for ex- 
ample, the assets of a trust created by 
a decedent during his lifetime, the in- 
come of the trust being payable to the 
decedent during his life. The law now 
provides for reimbursement to an exe- 
cutor or administrator of estate tax 
paid on life insurance in excess of $40,- 
000, paid to beneficiaries other than 
the estate, and it was suggested that 


the same rule should be applied in 
these two similar situations. 

(4) Life insurance taken out for the 
express purpose of providing funds for 
the payment of federal and state estate 
or transfer taxes, to the extent that 
such insurance was actually issued for 
such purpose, should be exempt from 
estate and transfer taxes. It was real- 
ized that this general suggestion would 
have to be subjected to some limita- 
tions. For example, that the allow- 
ance of the exemption by the federal 
government might have to be limited 
in its application to states in which a 
similar exemption was allowed, and 
that it might be necessary or advisable 
to limit the exemption to insurance 
“earmarked” for use in paying estate 
or inheritance taxes. 

In support of this suggestion, it was’ 
urged that if such an exemption were 
allowed, insurance would be employed 
for this purpose in a constantly in- 
creasing number of cases, and that the 
benefit which the federal and state 
governments would derive from the 
resulting prompt payment of the es- 
tate and transfer taxes, would more 
than offset any loss in revenue. More- 
over, it may well be doubted whether 
any loss of revenue would result be- 
cause the exemption provision of the 
statute could be made to apply pros- 
pectively only, and hence the exemp- 
tion would only apply to insurance 
which, had it not been for the exemp- 
tion, would not have been taken out. 

(5) The law with respect to the val- 
uation, for estate tax purpose, of large 
holdings of the stock of a particular 
corporation should be clarified. Article 
10 (c) of Regulations 80 provides, inter 
alia, that 


“The size of holdings of any security 
to be included in the gross estate is not 
a relevant factor and will not be consid- 
ered in such determination.” 


On the other hand, in several deci- 
sions of the Board of Tax Appeals and 
the Courts recognizing the fact that 
the size of the holding may affect the 
value, and permitting the testimony of 
experts to show that because of this 
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factor, the fair market value of the 
holding as a whole was not equal to 
the value indicated by the market value 
established by a relatively few small 
transactions. The hope was expressed 
that this conflict of authority could be 
eliminated in the revision of the gov- 
erning statute. 


(6) The law should be revised to 
provide that unpaid pledges or sub- 
scriptions to religious, educational or 
charitable institutions, may be deduct- 
ed from the gross estate of a decedent. 
It was pointed out that such pledges 
or subscriptions are uniformly sustain- 
ed by the courts as valid, legal claims 
against the decedent’s estate, and 
hence, there would seem to be no reason 
why they should not be allowed as a 
deduction for estate tax purposes in 
the same way that other debts of the 
decedent are permitted to be deducted. 


(7) Where an estate is insolvent, but 
insurance in excess of the $40,000 
exemption is required to be included in 
the gross estate, it is contended that 
the excess of the claims against the 
estate over the assets of the estate 
other than the excess insurance, is not 
deductible from such excess insurance 
since it is not available for the payment 
of such claims. However, there are 
decisions of the Board of Tax Appeals, 
and of the Courts, to the contrary, and 
it was urged that this conflict of auth- 
ority be laid at rest by a provision in 
the statute. 


(8) A workable remedy was also re- 
quested for an executor or administra- 
tor who finds that two states are claim- 
ing, or may claim, to be the state in 
which the decedent was domiciled at 
the date of his death. Although the 
Federal Interpleader Act was intended 
to cover this situation, it is evident 
from the recent decision of the Supreme 
Court* that this Act has not solved 
the problem. 

Relief was also requested in the 
somewhat similar situation where there 
is, or may be, a conflict between the 

*Worcester County Trust Company v. 


Reported at page 764 Trust Companies Magazine, 
Dec. 1937. 


Riley. 


state of domicile and another state 
which claims the right to tax intangi- 
bles physically located in, or associated 
with, the latter state under the business 
situs doctrine. 

It will be observed, however, that 
both of these situations involve con- 
flicting claims of sovereign states, and 
it is very doubtful whether, within the 
limits of the Constitution, Congress 
can enact valid statutes providing 
satisfactory solutions of these prob- 
lems. Rather, it would seem that the 


ultimate solutions of these problems 
will require reciprocal statutes among 
the several states, similar in principal 
to the statutes adopted by most of the 
states to eliminate double taxation of 
stock of corporations by the state of 
domicile and the state of incorporation. 


Income Tax Problems 


HE more important suggestions 

with respect to problems arising 
under the income tax laws included the 
following: 

(1) It was suggested that in the case 
of trust estates, the treatment of the 
depreciation allowance unfairly bene- 
fits the life tenants at the expense of 
the remaindermen. Under present law, 
the depreciation allowance is claimed 
by the life tenants, although the depre- 
ciation has caused no diminution in 
their income. On a subsequent sale of 
the depreciated asset, however, the 
cost basis would be reduced by the de- 
preciation allowed or allowable, thus 
increasing the gain on the sale, the tax 
upon which must be borne by the re- 
maindermen. It was believed that a 
fair solution of this problem would be 
to deny the depreciation allowance to 
the life tenants, and not require any 
adjustment of the cost basis of the 
asset in question when it is subsequent- 
ly sold. 

(2) The law with respect to the bad 
debt deduction was cited for revision. It 
was urged that the requirements that to 
be deductible the debt must have been 
ascertained to be worthless and charged 
off on the taxpayer’s books, both within 
the taxable year, were unnecessarily tech- 
nical, and that their application very of- 
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ten resulted in controversies and inequit- 
able determinations. In this situation, 
it is frequently claimed that the debt be- 
came worthless in a prior year, which 
fact could have been determined by the 
taxpayer, but that not having done so, 
and not having charged off the debt in 
that year, the taxpayer has lost the op- 
portunity of obtaining any benefit from 
the deduction. 

It was suggested that there is no logi- 
cal distinction between a bad debt deduc- 
tion, and the deduction for stock which 
has become worthless, in which case the 
deduction is allowed in the year in which 
the stock in fact became worthless, re- 
gardless of whether the taxpayer ascer- 
tained the fact, or charged off the value 
of the stock on his books in that year. 

(3) Attention was directed to the de- 
cision of the Supreme Court in Helvering 
v. Midland Mutual Life Insurance Co., 
300 U.S. 216, decided February 15, 1937, 
in which it was held where an insurance 
company bid in property sold on foreclos- 
ure of mortgages owned by it, for the 


full amount of the principal and interest, 
it was subject to income tax on the inter- 
est included in the bid price, although the 
bids were made without regard to actual 
value, to prevent loss in case of redemp- 
tion, and the properties were, in fact, of 
less value than the amount of the prin- 
cipal. 

It was pointed out that under this rule, 
a taxpayer is required to pay income tax 
upon income he may never receive, and 
indeed, in transactions which eventually 
result in a substantial loss. Moreover, 
the application of the rule to trust estates 
was believed to be particularly unfortun- 
ate. Is this fictitious income taxable to 
the life tenant, or to the trustee? And 
in either event, how does its application 
square with the rule of law requiring ap- 
portionment of losses between life ten- 
ants and remaindermen? Here again leg- 
islative relief is indicated to eliminate an 
inequitable situation and more uncertain- 
ty 


(4) It was urged that the common 
source of an executorship and a testa- 
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mentary trusteeship should be recog- 
nized at least to the extent of permitting 
a testamentary trustee to claim the bene- 
fit in his fiduciary income tax returns of 
a tax which has been paid out of the 
trust estate, but which had originally 
been assessable to the decedent or the 
decedent’s estate during the process of 
its administration. In this connection, 
approval was expressed of the rule adopt- 
ed by the District Court of the United 
States for the Eastern District of Penn- 
sylvania in Penrose vs. United States, 
18 Fed. Supp. 413 (1937), to the effect 
that in such situations the legalistic con- 
cept that the executorship and the trus- 
teeship are separate and distinct taxable 
entities, should give way to the fact that 
as a practical matter, there-is involved 
merely the continuing administration of 
one estate. 

(5) A difficulty was observed in con- 
nection with the income tax as applied 
to subdivision trusts. Under the pres- 


ent law, a sale of each lot or piece of 
ground is regarded as a taxable transac- 
tion, and the gain or loss thereon must 
be determined and reported, such deter- 


mination, of course, involving the pro- 
rating of the original cost and improve- 
ments over the entire tract. It was 
pointed out that this method of taxing 
such trusts not only involves a great 
amount of accounting detail, which is 
further complicated by adjustments 
made necessary to take care of install- 
ment payments and repossession, but 
moreover, this method of taxation may 
produce inequitable results, since some 
of the lots may be sold at a profit, but 
the venture as a whole may result in a 
loss. It was suggested that an equitable 
solution of this problem would be to re- 
vise the law to permit the recovery of 
the cost basis first and impose the tax 
only upon the actual profits thereafter 
realized. 

(6) For similar reasons, the abandon- 
ment of the “first in, first out” rule for 
determining the gain or loss on the sale 
of a part of a block of securities pur- 
chased piecemeal over a period of time 
was requested, and in lieu thereof, the 
adoption of the rule permitting a tax- 
payer to use the average method of de- 


termining the cost basis of the securi- 
ties sold in such situations. It will be 
observed, however, that this change in 
the law would necessarily require a re- 
vision of the present provisions of the 
law with respect to capital gains and 
losses, since the average method of de- 
termining the cost basis in these situa- 
tions cannot be used where the percen- 
tage of the gain or loss which will be 
recognized, is dependent upon the period 
of time held. 

(7) In the past, where a taxpayer has 
deposited securities with a trust com- 
pany in so-called agency accounts, the 
trust company managed the investments 
and remitted the income less its fees to 
the taxpayer at periodic intervals, the 
fees charged by the trust company for 
this service having been allowed as a 
deduction for income tax purposes with- 
out question. Recently, however, these 
fees have been allowed as a deduction to 
the tax payer where they are considered 
as a commission for collections on tax- 
able securities, but have not been allowed 
where considered as a commission on col- 
lection from tax-exempt securities. 


This distinction would seem to be fal- 
lacious and it is not believed that it, will 
be sustained by the Board of Tax Ap- 
peals or the courts. Legislative relief, 
however, would settle the question. 


(8) It was also suggested that the 
law with respect to the question, when 
is a trust to be regarded as an associa- 
tion, and hence taxable as a corporation, 
is in an unsettled condition, and that 
notwithstanding the decisions involving 
this question, it would be very helpful if 
the applicable statutory provisions could 
be revised and clarified. It is apparent, 
however, that the determination of ques- 
tions of this character depends upon 
questions of fact, and it is therefore 
doubtful whether the problem can be 
solved by legislative enactment. 


Personal Administration of Federal 
Tax Laws 


Although it has been impossible in the 
foregoing summary even to enumerate 
all of the criticisms of the present fed- 
eral tax laws and the suggestions for 
their revision and improvement, the ef- 
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COMPLETE 


TRUST 


SERVICE 


Our complete facilities insure prompt, efficient, and economi- 


cal service in all fiduciary duties. For individuals we serve as 


Executor, Administrator, Guardian, Conservator, Trustee or 


Agent. For corporations we serve as Registrar and Transfer 


Agent of stocks, and Trustee of bond and note issues. 


(Member Federal Deposit Insurance Corporation) 


Ciry Nationa Bank 
AND TRUST COMPANY of Chicago 


fort has been made to set forth the prin- 
cipal criticisms of the present federal 
tax laws, and the more important sug- 
gestions for their improvement. It 
should be noted, however, that the re- 
plies received in this survey indicated 
that one of the problems with which the 
trust companies are seriously concerned 
arises out of the administrative policies 
of the federal taxing authorities. The 
number and nature of the comments 
which were directed toward the personal 
element involved in the administration 
of the tax laws, and the treatment ac- 
corded taxpayers by the administrative 
authorities and employees, was extreme- 
ly significant. Among others, attention 
is directed to the following comments: 


“The manifold and enumerable com- 
plications which have gradually arisen 
through the years have now reached the 
place where even the professional tax 
man is often in a quandary. This not 
only has resulted in almost endless liti- 
gation but has been an imposition on 
many taxpayers who can scarcely afford 


to pay for professional advice or litiga- 
tion. Then, too, the attitude of the au- 
thorities has often placed taxpayers in 
an unjustifiable position by the policy of 
resolving even the slightest doubt in fa- 
vor of the taxing authority. The very 
large percentage of cases which the gov- 
ernment has been losing in court speaks 
more eloquently than words of the pres- 
ent attitude which practically refuses to 
conduct reasonable negotiations on cases 
involving relatively small amounts. 
While this policy may result in some in- 
crease in revenue I believe this is neg- 
ligible when one considers the bitterness 
engendered. A suggestion that ought to 
be made, diplomatically of course, is that 
a more reasonable policy be followed by 
the bureau in an endeavor to treat hon- 
est taxpayers—and most taxpayers are 
fundamentally honest—as friends rather 
than enemies. I am persuaded that 
there are an increasing number of tax- 
payers whose resentment is sufficient to 
cause them to take advantage of the gov- 
ernment wherever possible because they 
feel that similar treatment is accorded 
by the taxing authority.” 
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MEGURITY- FLAS] MATTONAL 
UST SERVICE 


Rec ently published figures show that 
30% of all the court trusts administered 


by all corporate fiduciaries in Califor- 
nia are entrusted with this Bank. @ In 
Southern California, which is the 
territory served by this Bank, it is esti- 
mated that 49% of all the court trusts 
handled in this area by corporate fiduci- 
ariesarein Security-First National Bank 


4 Eastern trust companies needing 
co-operation in ancillary proceed 
ings may get for their customers the 
same quality and completeness of 
service which makes this the trust 
service so strongly favored locally 


ITY-FIRST NATIONAL 
BANK OF LOS ANGELES 


MEMBER FEDERAL RESERVE SYSTEM 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





“One of the most frequent criticisms 
which we have to make of the Bureau is 
the apparent disregard given to the 
recommendations of the fieldmen, except 
upon questions of fact, which can be de- 
termined only by the men in the field. 
Frequently, situations arise in which the 
fieldman has the ‘touch’ or the ‘feel’ of 
it, and without being unfair to the Gov- 
ernment he can make a recommendation 
which will do equity for all parties in 
interest, yet the Bureau will take a look 
at the record only and without frequent- 
ly paying any attention to the fieldman 
will make its decision, throwing an un- 
warranted burden upon the taxpayer if 
he is to defend his rights. His alterna- 
tive is to consider that a fight would 
perhaps cost more than any saving and 
he, therefore, frequently pays, with an 
ever accumulating irritation.” **** 


“There is another matter which can- 
not be cured by an amendment to the 
law, but if the proper person in the Bu- 
reau were to speak, it could be cured. 
It too frequently happens that the Bu- 
reau takes a position which in itself is 


unjustified, but is taken with the hope 
of wearing the taxpayer down. It 
sometimes happens that the weight of 
authority, in the Bureau’s past prac- 
tice, is in favor of the taxpayer, but 
still in utter disregard of all of these 
favorable circumstances the Bureau, 
backed up by the General Counsel’s of- 
fice, will maintain its stand and force 
the taxpayer to litigate the question, 
even though all parties may well believe 
what the outcome will be, even before 
the litigation is started. I have in mind 
one case in particular, in which the 
Deputy Commissioner stated to the man 
from the Bureau that they knew what 
the law was, yet in the face of that 
statement they persisted in their course 
and refused to follow it. To those of us 
who like to deal openly and fairly with 
the Government and who are jealous of 
our reputations, such tactics work a par- 
ticular hardship. If we were unscrupu- 
lous and did not care to what means we 
might resort, it would be another story.” 
* * ok * 

“The most alarming thing about the 
tax laws as they have been administered 
in the last few years has been the loss 
of confidence on the part of almost all 
taxpayers in the fairness of the govern- 
ment. Most taxpayers are perfectly will- 
ing to pay such taxes as are fairly levied 
under reasonable laws, but when they 
feel that the laws are extreme or unfair, 
and the administration of them is all 
one-sided, then there is built up an atti- 
tude of suspicion and non-cooperation 
which is very far-reaching.” 


Comments of this character would 
seem to indicate that, as one writer put 
it, “There is a definite need for some 
softening of the attitude which the Bu- 
reau of Internal Revenue now takes to- 
wards taxpayers, with the result that the 
frequently strained interpretations of the 
law provoke resentment which cannot 
fail, in the long run, to impede the or- 
derly collection of revenues.” 


The practice of the Bureau of Internal 
Revenue in “non-acquiescing” in de- 
cisions of the Board of Tax Appeals, and 
in ignoring unfavorable court decisions, 
was also criticized. One writer, object- 
ing to the ruling that the premiums on 
insurance policies on trust property must 
be pro-rated over the term of the policy, 
remarked that: 
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“The District Court of Massachusetts 
has recently held in the De Blois case 
that a trustee has the right to purchase 
insurance for more than one year and 
charge the entire cost to income in the 
year paid. However, as usual, the Com- 
missioner ignores all Court cases except 
U. S. Supreme Court unless the decision 
is in favor of the Government.” 


To remedy this situation, one writer 
advanced the following suggestion: 


“We believe it would be only fair and 
equitable that a provision be inserted in 
the Revenue Act compelling the Com- 
missioner of Internal Revenue to either 
acquiesce or appeal to the higher courts 
in those cases where two or more de- 
cisions, favorable to the taxpayer and 
involving the same question, are rendered 
either by a Circuit Court of Appeals or 
the United States Board of Tax Ap- 
peals.” 


Finally, it was urged that the adminis- 
tration of the federal tax system should 
be decentralized. 


“Another phase of the present tax dif- 
ficulty, which is an administrative fea- 
ture, is the necessity of dealing with 
Washington. There are too many cases 
wherein the taxpayer pays the alleged 
deficiency tax because it is cheaper than 
it would be to take the trip to Washing- 
ton to fight it out. If tax matters could 
be finally settled with the Internal Rev- 
enue agent in charge for the district 
within which the taxpayer resides, I be- 
lieve there would be a considerable saving 
—not only to the taxpayer but to the 
Government financially—and there would 
also be eliminated a lot of congestion in 
Washington and a lot of ill feeling on 
the part of the taxpayer.” 


It was also suggested that “The so- 
called Cleveland Plan, whereby the agent 
in charge of the local office has the power 
to compromise disputed issues, should be 
extended as rapidly as possible. 

Taxation is the urgent question of the 
day. The rapid expansion of the pro- 
gram of government, federal, state and 
local, has increased tremendously the tax 
burden of the nation. Many of these in- 
creases have been expressed in hurried 
legislation, and more have been suggested 
by amateur tax experts. 


APPRAISERS 
ACCOUNTANTS 
AUCTIONEERS 


For over thirty years we have 
rendered complete service to Trust 
Companies, individual executors 
and law firms as specialists in 
appraisals for Tax proceedings, 
Insurance and other purposes. 


SAMUEL MARX, INC. 
Offices and Galleries 


24 West 58th Street, New York 
Telephone PLaza 3-1260-1-2 





The trust institutions throughout the 
country are performing a valued and 
necessary public service, and it is not 
only their right, but their duty, to direct 
attention to such changes in the federal 
taxing system as will enable them to per- 
form their service more efficiently and 
economically. They likewise constitute, 
in effect, one of the most efficient agen- 
cies for the proper collection of tax rev- 
enues. 

It is axiomatic in government as in 
other matters that “nothing is ever set- 
tled until it is settled right.” The trust 
institutions present the above sugges- 
tions in the strong hope that they may 
be acceptable to the governmental author- 
ities as providing a basis upon which the 
revenue for government may be main- 
tained, but the unnecessary burden upon 
the taxpayer may be minimized. 

All of the above suggestions have gen- 
eral application. In presenting their 
ideas for revision of certain taxing laws, 
the corporate fiduciaries are performing 
a service for the entire nation. 
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The 
New York Trust 


Company 


Member of the Federal Reserve System, of the New York Clearing House Association and of the Federal Deposit Insurance Corporation 


I0O BROADWAY 
40th St. & Madison Ave. Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, December 31, 1937 


ASSETS 


Cash on Hand, and in Fed- 
eral Reserve and Other 
a ee $ 76,255,348.87 
Exchanges, Collections and 
Other Cash Items 
United States Government 
Securities . . « » §32,467,80.22 
Reconstruction Finance 
Corporation Notes 
Other Bonds and Securities 
Loans, Discounts and 
Bankers’ Acceptances . 126,419,293.74 
Interest Receivable, Ac- 
counts Receivable and 
Other Assets . ; 
Real Estate Bonds and 
DMottgegcs 2 gti 
Customers’ Liability for 
Acceptances and Letters 
of Credit i Nae 
Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement. 
Equities in Real Estate 
Banking Premises—Equity 
and Leasehold .  2,555,224.47 


$413,090,835.11 


38,464,529.43 


2,500,000.00 
8,365,080.17 


1,879,427.40 
4,869,835.60 


8,282,951.77 


10,133,092.98 
898,209.96 


LIABILITIES 


Deposits . $324,291,005.67 
Outstanding 

and Cer- 

tified 


Checks 22,048,574.71 346,339,580.38 


Dividend Payable January 


3, 1938 an Xe 625,000.00 


Accounts Payable and Other 
Liabilities 1,909,174.15 
Acceptances and Letters of 
Credit . 8,528,918.47 
Acceptances, etc., Sold with ' 
Our Endorsement 10,133,092.98 


Reserve for Contingencies. 5,256,413.32 


Capital 12,500,000.00 


Surplus 25,000,000.00 


Undivided 
Profits 


2,798,655.81 40,298,655.81 


United States Government obligations and other securities carried at $11,992,785.66 in the above 
statement are deposited to secure public and trust deposits and for other purpuses required by law. 
ee ee ae asec Sassen 


Trustees 


MALCOLM P. ALDRICH 
New York 


ARTHUR M. ANDERSON 
> J. P. Morgan & Company 


MORTIMER N. BUCKNER 
Chairman of the Board 


JAMES C. COLGATE 
James B. Colgate & Company 


ALFRED A. COOK 
Cook, Nathan, Lehman & Greenman 


WILLIAM F. CUTLER 
Vice-President 
American Brake Shoe (” Fdy. Co. 


FRANCIS B. DAVIS, JR. 
President, United States Rubber Co. 


HARRY P. DAVISON 
J. P. Morgan &% Company 


ARTEMUS L. GATES 
President 


F. N. HOFFSTOT 
New York 


B. BREWSTER JENNINGS 
Socony-V acuum Oil Co., Inc. 


ROBERT A. LOVETT 
Brown Brothers Harriman & Co, 


HOWARD W. MAXWELL 
New York 


HARRY T. PETERS 
New York 


DEAN SAGE 
Sage, Gray, Todd & Sims 


LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 
Milbank, Tweed, Hope &” Webb 


RUSSELL H. DUNHAM 
President, Hercules Powder Company 


SAMUEL H. FISHER 
Litchfield, Conn. 





The Trust Year in Review 


Annual Reports Show Increased Business in ’37 


Mobile, Alabama 


While every department of the bank has 
operated profitably, we are especially 
pleased with the steady progress made by 
the Trust Department. For a number of 
years after its establishment it was con- 
ducted at a loss, but for some time now 
it has been earning very acceptably. Be- 
yond the obligation that rests on a Trust 
Department to give the business intrusted 
to it the most extreme care and conserva- 
tive handling, your Directors have believed 
that implicit following of a policy based 
on that obligation would build best for the 
future. We are proud of the record of 
our Trust Department, and are confident 
that the cumulative value of years of a 
cautious, yet vigilant policy combined with 
efficient service will continue to grow. 

ERNEST F. LADD—Merchants National Bank 


8 
San Francisco, California 


The Trust Department of the Bank dur- 
ing the year 1937 showed a very satisfac- 
tory growth both in volume of business and 
fees collected. Several million dollars in 
aggregate value of new wills, with poten- 
tial fees representing substantial earnings, 
were obtained. The volume of business was 
greatest during the last three months of 
the year. In fact, the appointments re- 
ceived by the Anglo Bank during the last 
quarterly period were equal in volume to 
the appointments received during the first 
three quarters of the year. In addition, 
during the year the Anglo Bank qualified 
as executor and administrator under estates 
in probate totaling considerably in excess of 
$5,000,000. 

MORTIMER FLEISHHACKER—Anglo California 

National Bank 

* 


Bridgeport, Connecticut 


The funds under the management of our 
Trust Department have increased 13% dur- 
ing the past year. The average size of ac- 
counts has risen from $53,500. to $59,000. 
during the year, which is encouraging from 
the point of view of future earnings because 
of the undue cost of administering small ac- 


counts. The gross income of the Trust De- 
partment, without any large estate fees, 
was the largest in its history, resulting from 
substantial increases over the best previous 
year in trusts under wills, living trusts and, 
investment management accounts. 


WALTER B. LASHER—First National Bank & 
Trust Co. 


s 
Wilmington, Delaware 


Our Trust Department continues to 
grow. Assets received in new accounts, 
together with additions to accounts previ- — 
ously established, have brought the year- 
end net book value to the largest total in 
our history. 

During the year the operating staff has 
been enlarged and a number of improve- 
ments in operating procedure and in audit 
procedure put into effect, designed to take 
care of our increasing volume of transac- 
tions. 

Steady progress has been made in cor- 
recting mortgage delinquencies encount- 
ered during the depression with the result 
that at the end of the year interest was 
owing on less than 1.2% -of the total 
number of mortgages held. 

Our Common Trust Funds have done 
well during the year and have given to 
many of our trust customers benefits in 
income yield and in diversification not 
otherwise obtainable. Our company is one 
of the pioneer trust institutions in the 
United States in the operation of such 
funds. Recent legislation in several addi- 
tional States authorizing operation of such 
common trust funds indicates widening 
recognition of their usefulness. 

C. DOUGLAS BUCK, Equitable Trust Company 


Our Trust Department has had a very 
successful year, showing a net addition 
of 148 accounts, and a substantial increase 
in the total of assets held. We are for- 
tunate in having men of wide business and 


. legal experience as members of our Com- 


mittee for Trust Estates. The Committee 
meets regularly during the year for the 
purpose of reviewing the affairs of the 
trusts and conferring with the officers who 
administer them. 

S. D. TOWNSEND—Wilmington Trust Company 


17 
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Washington, D. C. 


Trust Department. Earnings of this de- 
partment have exceeded the previous year 
and have been excelled by only one previous 
year when a very large estate was closed. 
The amount of business handled is revealed 
by the fact that 837 estates and accounts 
were in process of administration at the end 
of the year. Potential business is repre- 
sented by the large number of wills now on 
file. This does not include those which have 
been drawn naming this Company as execu- 
tor but not yet placed in our keeping. 

Life insurance trusts continue to be a 
popular feature of our service. Creating an 
immediate, tangible estate and administered 
in due course for the intended benefit of 
those for whom the insurance was secured, 
it has safeguarded many beneficiaries from 
ill-advised investments or dissipation of the 
funds received by them direct from the in- 
surance companies. 

The Trust Committee, composed of eight 
members of our board of directors, gives 
constant and systematic attention to the 
varied problems of the Department and the 
vital matter of investments which consti- 
tute the principal portion of its assets. Their 
work is ably supplemented by a sub-commit- 
tee of its members available at all times and 
a research and review committee composed 
of other officers of the company. 

Harmonious relations with attorneys have 
continued because it is known that the com- 
pany seeks at all times to cooperate with 
members of the bar in effecting legal mat- 
ters pertaining to our fiduciary service. 

HARRY G. MEEM—Washington Loan & Trust Co. 


Chicago, Illinois 


In the Trust Department new business 
has shown a satisfactory increase, and, as 
in 1936, the supervised agency service has 
become increasingly popular among our 
stockholders and customers who desire in- 
vestment advisory service in connection 
with securities deposited in agency ac- 
counts. The corporate trust business was 
active during the first few months of the 
year, but during the last half of the year 
declined, due to the great decrease in the 
amount of new financing. 

EDWARD E. BROWN—First National Bank of 

Chicago 

o 
Indianapolis, Indiana 

An important source of income to the 
bank is from its Trust Department, which 
has had a satisfactory year not only from 


an earnings viewpoint but from’ the num- 
ber of new and profitable appointments by 
individuals under Wills and custodianships 
and some additional corporate trust busi- 
ness. There is undoubtedly a growing 
realization of the value and convenience of 
the facilities which this department can ren- 
der to our clients in the handling of their 
financial affairs. Of the gross earnings for 
1937 12% was derived from.trust and safe 
deposit fees. 
JAMES S. ROGAN—American National Bank 
* 
New Orleans, Louisiana 


Our Trust Department has_ been able to 
obtain a number of important new appoint- 
ments during the year and under the guid- 
ance of its capable officials and a special 
Trust Committee (composed of directors), 
has shown good progress. We reiterate the 
hope previously expressed that the Louis- 
iana Legislature will at its coming session 
enact a new trust law which with proper 
regard to the public interest, will neverthe- 
less make possible the protection of young 
and inexperienced heirs and give future se- 
curity to those who are really in need of 
such special services. 

R. S. HECHT—Hibernia National Bank 

* 
Detroit, Michigan 


The Trust Department experienced an- 
other year of satisfactory growth and 
profits, while adhering to the conservative 
policies established at its inception. The 
increased activity of the department has 
necessitated expansion both in personnel 
and working space. The growth of the 
department has required of the members 
of our Trust Investment Committee addi- 
tional time and attention which, I am 
pleased to say, has always been generous- 
ly provided. 

WALTER S. McLUCAS—National Bank of Detroit 

* 
New York, New York 


Although the City Bank Farmers Trust 
Company is an affiliate of the Bank and its 
stock is trusteed for the benefit of the 
shareholders of the Bank and its earnings 
are therefore available for dividends on 
National City Bank stock the Trust Com- 
pany is a separately incorporated company 
operating under New York State laws with 
a charter originally granted in 1822. It has 
an independent Board of Directors and the 
administrative work of its officers is super- 
vised by committees composed of members 
of its Board. In every sense the Trust 
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Company is operated as an independent in- 
stitution. 


The earnings of the Trust Company 
[$2,026,004.] are the best since 1930. 
The Personal Trust Department received 
a larger volume of new business than for 
several years. The large refunding opera- 
tions during the early part of the year 
benefited the Corporate Trust Department, 
resulting in better earnings for the year 
despite the absence of new issues in the 
last four months. The earnings of the 
Transfer Department have fluctuated with 
the activity on the Stock Exchange, and 
showed a slight decline for the year. De- 
spite the low interest rates prevailing, the 
Company’s interest earnings increased as 
the earning assets were greater due to 
large deposits received in connection with 
the refunding operations handled by the 
Corporate Trust Department. 


In the Trust Company the expenses are 
also greater than in 1936 but the in- 
crease was entirely due to greater taxes 
and the cost of Federal Deposit Insurance. 


I feel that the Trust Company has made 
continued progress during the year in im- 
proving its services and extending its use- 
fulness to the public. To make these ser- 
vices better understood and to facilitate 
the development of new business, a con- 
servative advertising program has been 
started. 


JAMES H. PERKINS—National City Bank of 
New York. 


Many of the shareholders may not be 
familiar with the size and scope of the 
trust department, having its principal of- 
fice at 11 Broad Street, New York, and 
branches at the Madison Avenue and For- 
ty-fifth Street office and the Hamilton 
Trust office in Brooklyn. The department 
personnel of more than eleven hundred 
men and women is engaged in performing 


all forms of fiduciary and agency services. 


Through the trust department the bank 
serves as executor of estates and as trus- 
tee of both personal trusts and corporate 
bond issues. It also acts as agent for in- 
dividuals and corporations in the care and 
custody of their securities and for cor- 
porations in connection with the transfer 
of their stock and the payment of their 
bond interest and dividends. 


The cost of rendering many trust ser- 
vices has been rising during recent years 
but the bank has maintained the high 
standards which are essential in fiduciary 
relationships. 

WINTHROP W. ALDRICH—Chase National Bank 


Capable, consci- 
entious service 
on trust matters 


involving Okla- . = 
homa estates. ee 


THE FIRST NATIONAL BANK 
and TRUST COMPANY 
of TULSA 


Member Federal Deposit Insurance Corporation 


The trust department has experienced 
a year of increased activity in all divi- 
sions. There has been marked progress 
in the volume of agency business and the 
personal and corporate trust divisions have, 
shown a substantial addition to their trus- 
tee appointments. 


HERBERT P. HOWELL—Commercial National 
Bank & Trust Co. 


Throughout the year we have had a 
very gratifying activity in our trust, for- 
eign and other service departments. Al- 
though some of this business has been af- 
fected by the general recession during the 
past few months, the trust department in 
particular has continued its very satisfac- 
tory growth. 

Cc. R. DEWEY—Grace National Bank 


New business efforts embracing all 
classes of trust business as well as com- 
mercial accounts resulted in securing a 
satisfactory volume of profitable accounts. 
These included various types of trustee- 
ships and custodian accounts, as well as 
corporate appointments as Registrar and 
Transfer Agent. 

ORIE R. KELLY—Lawyers Trust Company 


The Personal Trust Division is still cop- 
ing with unfavorable conditions which en- 
tail unusual expense of administration, 
for the problems involving real estate, 
mortgages, and the investment of trust 
funds, are at the present:time particular- 
ly complex and difficult. But we are 
rendering efficient service, designed to 
protect to the utmost the interests of our 
patrons. This policy is bringing to us an 
increasing amount of substantial business, 
and justifies the expense, even though it 
is greater than we would wish. 

The various services of our Personal 
Trust Division are again recommended to 
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our stockholders in the assured belief that 
they will find them pre-eminently satis- 
factory. A “tax of inexperience” may 
well be the greatest drain on anyone’s 
estate. 

Our Corporate Trust Division has con- 
tinued to increase both in amount of 
business handled and in profits. 

._ Many new accounts were accepted dur- 
ing the year, and in view of the greatly 
diminished activity in stock transfer and 
registration accounts during the last half 
of the year, the record of the Corporate 
Division is gratifying. 

Equitable Trust Company—After the 
death of the late Mr. Charles Hayden, 
who owned the Equitable Trust Company, 
the executors of his estate considered it 
advisable to dispose of that company, and 
arranged with Manufacturers Trust Com- 
pany to combine the business with ours 
by our purchasing its assets and assuming 
its deposit liabilities. This brought to us 
a substantial amount of deposits mostly 
from splendid, nationally known concerns. 
It also resulted in our acquiring for our 
Trust Department a group of profitable 
fiduciary appointments which will for 
years to come be important connections 
for us. Mr. Edward E. Steele, who had 
been the chief executive officer of the 
Equitable, became one of our administra- 
tive Vice-Presidents, and the personnel 
and other officers are now also associated 
with us. 

HARVEY D. GIBSON—Manufacturers Trust Co. 

+ 


Cleveland, Ohio 


Our Trust Department has had a satis- 
factory year both in new business ac- 
quired and in profits realized. It carries 
on an important part of the bank’s busi- 
ness under the attentive and careful guid- 
ance of the Trust Committee, composed 
of directors of the bank, which passes 
upon important matters affecting the ad- 
ministration of trusts committed to our 
care. I would like particularly to com- 
mend the services of this department to 
our stockholders. 


SIDNEY B. CONGDON—National City Bank of 
Cleveland. 
e 


Philadelphia, Pennsylvania 


The Trust Department has now upon 
its books a total of 8124 separate ac- 
counts—a net increase of 143 during the 
year. 

It becomes increasingly necessary that 
eareful scrutiny should be continued of 
the various assets of your Trust Estates, 


and Committees of your Board and Offi- 
cers are constantly engaged in these du- 
ties. 

As shareholders you may be of great 
benefit to your Company by bringing its 
facilities to the attention of those with 
whom you come in contact, a word to 
whom is often more effective than printed 
matter in advertisements. Its various de- 
partments so supplement each other that 
a complete banking, fiduciary and safe de- 
posit service is at the command of its 
clients. 

ALBERT A. JACKSON—Girard Trust Company 


The Trust Department has shown pro- 
gress during the past year. All estates are 
reviewed by Committees of the officers. 
Substantial investments in any one corpo- 
ration’s securities and all purchases and 
sales are examined by the Trust Committee 
of the Board of Directors at its weekly 
meetings. 

The earnings of the Corperate Trust De- 
partment, including the Property Manage- 
ment Division, have shown very substantial 
gains during the past year. Weekly meet- 
ings are held by a Committee composed of 
the different heads of various divisions con- 
cerned in this work, and all important mat- 
ters are referred by this Committee to the 
Trust Committee of the Board. 

J. WILLISTON SMITH—Land Title Bank & Trust 

Co. 


e 
Hamilton, Bermuda 


On February ist of this year the new 
Trust Department was opened under the 
able management of Mr. George A. Kin- 
ney, who retired as Vice President of the 
Chase National Bank of New York to be- 
come Trust Officer of this bank. While 
results have been encouraging, the final 
success of the Department depends on the 
support of the general community. It is 
hoped that the Shareholders will co-oper- 
ate with the management so that the De- 
partment may become firmly established. 
[Trust Department receipts for 1937 
were £1,305.] 

J. D. C. DARRELL—Bank of Bermuda, Ltd. 


Toronto, Canada—The Royal Trust Com- 
pany’s branch office has recently moved into 
its own new ten story building. The Toronto 
branch office will occupy the first three 
floors and the basement of the building. The 
basement contains a modern safety deposit 
vault for the use of the public. Conditioned 
air is provided throughout the building in 
all seasons. 
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BEARINGS 


— 
— i |S REGULARLY as the rise of the sun, 
tle ship’s officers get their bearings, 
calculate their exact position, check their course. 
In a sense, every well-regulated bank does likewise. 

At the end of each day, every penny is accounted 
for and every dollar owned or owed is determined. 
The science of doing this is called accountancy. 
The statement of findings is called the Balance 
Sheet. 

Below is our current statement. It is a brief of 
the elaborate ones which we calculate every day. 
It is published here so that all may see and know 
our position. 


Statement of Condition, December 31, 1957 
RESOURCES 
Cash on Hand and in Banks $33,542,324.77 


U. S. Government Securities and Ilome 
Owners’ Loan Bonds 15,553,228.90 
State, County and Municipal Securities 28,179,533.18 
Other Investment Securities 20,433,091.63 
23,096,828.78 
6,067,313.02 
3,182,298.72 


$130,054,619.00 


Capital Stock $6,700,000.00 

15,000,000.00 
Undivided Profits 2,100,525.39 
Reserve for Contingencies 1,132,805.57 
Reserve for Interest and Taxes 755,152.26 
Other Liabilities 220,624.22 
Deposits 104,145,511.56 


$130,054,619.00 


United States Government obligations and other securities carried at $14,865,303.65 in the above statement 
are pledged to secure Government, State and Municipal deposits and for fiduciary purposes 
as required by law, and to secure Clearing House exchanges. 


WILLIAM P. GEST MARSHALL S. MORGAN J. CALVIN WALLACE 
Chairman of the Board President Treasurer 


FIDELITY-PHILADELPHIA TRUST COMPANY 


135 South Broad Street 325 Chestnut Street 6324 Woodland Avenue 


MEMBER FEDERAL RESERVE SYSTEM «© MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Trends 


In The 


Trust 
Field 


Tax Revision Changes 

MONG the recommendations of the 

House sub-committee are several 
which more intimately concern trust 
departments. In the case of employes’ 
pension trusts, it is proposed that the 
act be so amended that section 165 of 
the 1936 act so that a pension trust 
may be irrevocable to come within its 
scope. This provision should be applic- 
able only to taxable years beginning 
after December 31, 1938. In the case 
of personal exemptions of estate and 
trusts, the sub-committee recommends 
that section 163 (a), as amended, be 
changed so that the term “net income” 
as at present used in that section will 
be clearly defined to mean income with- 
out deduction for distribution to ben- 
eficiaries. 

On estate and gift taxes, it is recom- 
mended that the 1926 estate tax be com- 
bined with the additional estate tax 
imposed by the 1932 act. The rates 
will be those of the 1932 act, as amend- 
ed. The present credit for State death 
taxes will be retained but expressed as 
a percentage of the new rate and such 
credit will equal as closely as possible 
the present 80 percent credit based on 
the 1926 rates. The new provisions 
will be applicable only to decedents 
who die after December 31, 1939. 

On gift taxes: It is recommended 
that the $40,000 estate tax-exemption 


Washington, D. C.—January, 1938 


be reduced by so much of the $40,000 
gift-tax exemption as has been availed 
of by the decedent in his lifetime. The 
credit for death taxes paid to the States 
permitted under the estate-tax law, is 
recommended to be taken before the 
credit for gift taxes paid to the Federal 
government. 

On claims against the estate, it is 
recommended that the amount of de- 
duction for claims provided in section 
303 (a) (1) of the act of 1926, be limit- 
ed expressly to the total value of the 
property against which payment for 
such claims could be enforced under 
the applicable State law. 

As for gift taxes, it is proposed that 
the $5,000 exemption, per donee per 
year under the gift tax be reduced to 
$3,000 per donee per year. 

All of these recommendations must, 
of necessity, be accepted by the Ways 
and Means Committee, after public 
hearings, voted by the House and the 
Senate and the bill signed by the Pres- 
ident. 


Tax-Exempts 


HE taxing of Government securities 
has by no means been forgotten de- 
spite some changes in the proposed laws 
publicized by Undersecretary of the 
Treasury Magill. Secretary Morgenthau 
said: “I have been on record in favor of 
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that ever since I have been here. So far 
as the United States Treasury is con- 
cerned, I do not believe it would make any 
difference so far as our financing goes; 
possibly a slight increase in the rate we 
pay.” He added that he did not fear the 
ability to market Government bonds, 
should such a step be taken. “I would 
not be at all worried about that,” were 
his words. “Opposition would come from 
some of the States and the cities, but so 
far as the United States Government is 
concerned, I think it is a move in the 
right direction.” He did indicate that a 
constitutional amendment might be the 
better approach to such a step. 


Wealth and Politics 


NLY the daily papers can attempt 

to record the kaleidoscopic move- 
ments of Administration leaders in Con- 
gress and the executive departments, 
these days, but some of the trends af- 
fecting capital, savings, and investments 
stand out bright and shining. As the 
third session of the Seventy-ninth Con- 
gress gets under way—with ail signs 
pointing to a long, long session—but the 
Administration strikes out heavily 
against reluctant capital, but at the same 
time, trying to woo big business to co- 
operate with plans for defeating the 
present recession. The two courses are 
not at all incompatible, in the collective 
mind of New Deal leaders. One course 
is largely political, designed to appeal to 
the liberal-to-radical elements so neces- 
sary to voting strength, while the other 
is expedient and more practical—and 
necessary. In analogy, it is a juggling 
exhibition, the attempt being to keep the 
brightly colored verbal blasts and soft in- 
vitational words going, to the presumed 
happiness of all concerned. 

From the standpoint of experienced 
Trust officials, the present Administra- 
tion is not especially favoring organized 
thrift, as practiced by the individual de- 
positor in savings banks, in building and 
loan associations. The purchasing of 
“Baby” Bonds is emphasized, and will 
continue to be. But the massed wealth, 
evidenced in long time savings, in trust 
accounts, inheritances, endowments and 


similar funds, is being given scant con- 
sideration simply because it tends to sug- 
gest wealth and capital. Here political 
expediency enters. 

In fact, except for the routine statisti- 
cal recordings and announcements of the 
Federal banking agencies, scant atten- 
tion is given to the basic features under- 
lying the very foundations of trust com- 
panies. It is true that the Federal Home 
Loan Bank Board, in its capacity of pol- 
icy head of the Federally chartered 
building and loan societies, is constantly 
stressing thrift campaigns and their 
value. They urge all types of advertis- 
ing by their members, including the pub- 
licity value of dividend payments. Here, 
it is the hope and desire to encourage 
home ownership and home building 
which, in turn, it will stimulate the re- 
turn of prosperity, they are frank to ad- 
mit. 


Reorganization 


T IS difficult to clearly indicate the 

fortunes of the banking agencies in 
the reorganization plans now before 
Congress. It would seem at this date, 
that the President will drive forward 
on the broad objectives which, in the 
minds of many, means a consolidation 
of the bank supervising agencies. Until 
definite evidence is discernable that 
there will be no changes, officials are 
hesitant to inaugurate new pr grams. 
The Federal Reserve Board is evidently 
exempted under the proposed law, but 
no others having to do with banks, un- 
less Congress places them in the 
exempted class. 


Official Personnel Changes 


HE Comptroller’s Office loses from 

headquarters the services of Gibbs 
Lyons, whose interest in trust matters 
has been constant, although pressure 
of receivership problems and details 
has prevented him from completing 
studies begun. His place is to be taken 
by Goodwin J. Oppegard, who pre- 
viously was assistant general counsel 
at the Federal Deposit Insurance Corp- 
oration. Mr. Oppegard is a resident of 
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Los Angeles and a native of Minnesota 
where he was born 46 years ago. His 
law practice was varied but included a 
wide range of banking and receiver- 
ship problems. Marshall R. Diggs, who 
succeeds William Prentiss, Jr., as first 
deputy comptroller, is also a lawyer 
who has been with the FDIC almost 
from its inauguration. 


Both officials indicate to Trust Com- 
panies that they will earnestly seek 
to aid trust officials in their prob- 
lems. Their transfer from one banking 
agency to another would appear to 
mean that efforts toward uniformity 
would be speeded, certainly they will 
not be impeded. The evidence that 
Comptroller of the Currency J. F. T. 
O’Connor will shortly make the race 
for the nomination of his party for gov- 
ernorship of California means that 
Marshall R. Diggs will become Acting 
Comptroller of the Currency unless the 
President shall immediately appoint a 
sucessor. 


Regulating $5 Billion Investments 


T the Securities and Exchange Com- 

mission, the mid-January date finds 
the two year study of investment trusts 
about ready for public airing by means 
of a report to Congress. The report 
(which may see the financial pages of the 
newspaper about the time subscribers re- 
ceive this issue) will point toward more 
Federal regulation of the $5 billion dol- 
lar investment trust business. Whether 
Congress will promptly enact such en- 
abling legislation is problematical, and 
depends upon more than the findings of 
the researchers and their figures. 


As recently emphasized by Robert E. 
Healy, SEC Commissioner, one of the 
principle needs is for uniform account- 
ing and auditing as a basis for deter- 
mination of profits and moves toward re- 
organization. And last, but not least, it 
is the desire of the leaders that there be 
promulgated rules and regulations on 
the proportion of bonds to stocks in the 
financial organization of these trusts. 


Mention is heard, now and then, that 
it would be “a wise thing” to force a 
complete divorcement of trust depart- 


ments from banks. That is, trust funds 
would no longer be under the supposed 
domination of the bankers. The theory 
is that investment of funds is an entire- 
ly different matter than the handling of 
bank money. This theory is recognized 
as idealistic along with the much dis- 
cussed belief that savings departments in 
commercial banks should be entirely sep- 
arate from demand deposit business. 
Arguments made out admittedly run in- 
to the hard difficulties of how to make the 
divorce effective without widespread 
practical confusion. 


In its report sent to Congress, the SEC 
said they were studying 495 management 
investment companies, 178 fixed invest- 
ment trust; 37 investment special plans; 
5 companies offering guaranteed face 
amount certificates; 12 common trust 
funds, and 400 investment counsel or-°* 
ganizations. Examinations were con- 
ducted in many instances. Dr. Paul 
Gourrich and William Spratt together ° 
with the Commissioner Healy and David 
Schenker, former associate of Ferdinand 
Pecora, are mixing their views in the 
findings. While they will not foreclose 
their hand prior to official presentation 
to Congress, there exists some sentiment 
for bringing about a change in nomen- 
clature so that “investment trusts” oper- 
ating in the securities field will not be 
confused in the public mind with fidu- 
ciary departments of banks. Actually 
though, such a change appears as unlike- 
ly of fulfilment as official distinction be- 
tween investment bankers and commer- 
cial bankers. 


Railroading 


ROTECTION of massed wealth and 

savings has been sought, if at times 
rather reluctantly, in Government aid to 
the hard pressed railroads. There 
exists sharp and bitter criticism which 
includes references to over-capitalization, 
watered stock, holding companies. Talk 
is heard that it might as well come to a 
basic showdown that would refinance the 
whole transportation system. These are 
the more radical views. Conservative 
officials hope that a return of good times 
will see the railroads pulled out. 
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@ 
Cleveland 
Crust Company 


Ohio’s Largest Commercial Bank and Trust Company 
53 Banking Offices . . . over 600,000 Deposit Accounts 


CONDENSED STATEMENT OF CONDITION, DECEMBER 31, 1937 


ASSETS 


Cash on Hand andin Banks. . . — $ 91,950,024.88 
United States Government obligations, ‘een and 

fully guaranteed. ... . ‘ 116,749,395.98 
State, Municipal and Other Bonds and lessnaineiaitin 

including Stock in Federal Reserve Bank, less 

Reserves .. — 13,113,545.06 
Loans, Discounts ond ‘Adeennns, lees Reneeves — 140,757,458.13 
Banking Premises . . Sar a 5,908,597.65 
Other Real Estate, less Reserves . ‘ 11,216,950.23 
Interest and Earnings Accrued and Cues ne 3,197,783.31 
Customers’ Liability on Acceptances and Letters of 

Credit Executed by this Bank. . . . .... 2,195,231.03 


Total . $385,088,986.27 


LIABILITIES 


Capital Notes .. $ 14,137,500.00 
(Subordinated to Deposits end Other Liabilities) 
Capital Stock .. ae 13,800,000.00 
Surplus and Undivided Profies — 4,150,176.32 
$ 32,087,676.32 
Reserve for Taxes, Interest, etc... . . 2. 2. © «© « 1,399,700.06 
DEPOSITS 
Pememnee kc ict tt eo SITS! 
( ee oo be - 174,354,478.95 
Estates Trust Depertment 
(Preferred) . .... so « « rages 
Corporate Trust Department 
ER tS) oe ae ar & “a 5,523,625.37 
$347,218,075.75 
Other Liabilities . . . 2,188,303.11 


Acceptances and Letters of ‘Credit a" for 
0 ee ae a e 2,195,231 03 


“ Feeal Be $385,088,986.27 


MEMBER » “pe MEMBER 
FEDERAL RESERVE * Me, CLEVELAND CLEARING 
SYSTEM ’ HOUSE ASSOCIATION 


Member Federal Deposit 
Insurance Corporation 





Common Trust Fund Regulations 
Text of Amendment* to Regulation F 


(Trust Powers of National Banks) 
Issued by Board of Governors of the Federal Reserve System 


Effective Dec. 31, 1937. Section 10 (C) 
is also amended to read: “Collective in- 
vestment of trust funds.—Funds received 
or held by a national bank as fiduciary 
shall not be invested collectively except 
as permitted in section 17 of this regu- 
lation.” 


SECTION 17 


(a) In general.—Funds received or 
held by a national bank as fiduciary may 
be invested collectively in any Common 
Trust Fund established and maintained 
in accordance with the provisions of this 
section whenever the laws of the State 
in which the national bank is located 
authorize or permit such investments by 
State banks, trust companies, or other 
corporations which compete with na- 
tional banks. 


As used in this regulation the term 
“Common Trust Fund” means a fund 
maintained by a national bank exclu- 
sively for the collective investment and 
reinvestment of moneys’ contributed 
thereto by the bank in its capacity as 
trustee, executor, administrator, or guar- 
dian.15 

The purpose of this section is to per- 
mit the use of Common Trust Funds, as 
defined in section 169 of the Revenue 
Act of 1936, for the investment of funds 
held for true fiduciary purposes; and the 
operation of such Common Trust Funds 
as investment trusts for other than 
strictly fiduciary purposes is hereby pro- 
hibited. No bank administering a Com- 
mon Trust Fund shall issue any document 
evidencing a direct or indirect interest in 
such Common Trust Fund in any form 


*The Appendix sets forth the provisions of Sec- 
tion 169 of the Revenue Act of 1936. See 63 Trust 
Companies Magazine 6 (July 1936) for outline. 

5As used in this regulation, the term “‘guardian” 
means guardian or committee of the estate of an 
infant, incompetent, or absentee, by whatever name 
known in the State in which a particular national 
bank is located. 


which purports to be negotiable or as- 
signable. The trust investment com- 
mittee of a bank operating a Common 
Trust Fund shall not permit any funds 
of any trust to be invested in a Common 
Trust Fund if it has reason to believe 
that such trust was not created or is not 
being used for bona fide fiduciary pur- 
poses. 

Common Trust Funds administered 
under this section shall be subject to the 
following requirements: 


(1) Assets in a Common Trust 
Fund shall be considered as assets 
held by the bank as fiduciary; 

(2) A bank administering a Com- 
mon Trust Fund shall not invest any 
of its own funds in such Common 
Trust Fund and if a bank, because of 
a creditor relationship or any other 
reason, acquires any interest in a par- 
ticipation in a Common Trust Fund 
under its administration the partici- 
pation shall be withdrawn on the first 
date on which such withdrawal can 
be effected in accordance with the 
provisions of this section; 

(3) A bank administering a Com- 
mon Trust Fund shall not have any 
interest!? in the assets held in such 
Common Trust Fund, other than in its 
capacity as fiduciary, except to the 
extent permitted for a temporary pe- 
riod as provided in the immediately 
preceding paragraph. 

(b) Common Trust Funds for invest- 
ment of small amounts.—Subject to all 
other provisions of this regulation ex- 
cept subsection (c) of this section, cash 
balances received or held by a bank in 


7A: bank shall not be deemed to have an inter- 
est in assets in which collective investments are 
made merely because of the fact that the bank 
owns in its own right other stocks, or bonds or 
other obligations of a persoh, firm, or corporation, 
the stocks, or bonds or other obligations of which 
are among the assets of a Common Trust Fund. 
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its capacity as trustee, executor, admin- 
istrator, or guardian, which the bank 
considers to be individually too small to 
be invested separately to advantage may 
be invested, with the approval of the 
trust investment committee, in partici- 
pations in a Common Trust Fund, pro- 
vided the total investment of the funds 
of any one trust in one or more such 
Common Trust Funds shall not exceed 
$1,200. 


(c) Common Trust Funds for general 
investment.—Subject to all other pro- 
visions of this regulation except subsec- 
tion (b) of this section, funds received 
or held by a bank in its capacity as trus- 
tee, executor, administrator, or guardian 
may be invested in participations in a 
Common Trust Fund. All participations 
in such a Common Trust Fund shall be 
on the basis of a proportionate interest 
in all of the assets of the Common Trust 
Fund. 


(1) Common Trust Fund to be 
operated under written plan.—Each 
Common Trust Fund administered by 
a bank shall be established and main- 
tained in accordance with a written 
plan (referred to herein as the Plan) 
approved by a resolution of the bank’s 
board of directors and approved in 
writing by competent legal counsel. 
The Plan shall provide that the Com- 


mon Trust Fund shall be adminis-’ 


tered in conformity with the rules and 
regulations, prevailing from time to 
time, of the Board of Governors of 
the Federal Reserve System pertain- 
ing to the collective investment of 
trust funds by national banks, and 
shall contain full and detuiled pro- 
visions not inconsistent with the pro- 
visions of such rules and regulations 
as to the manner in which the Com- 
mon Trust Fund is to be operated, in- 
cluding provisions relating to the in- 
vestment powers of the bank with re- 
spect to the Common Trust Fund, the 
allocation of income, profits and losses, 
the terms and conditions governing 
the admission or withdrawal of par- 
ticipations in the Common Trust 
Fund, the auditing and settlement of 
accounts of the bank with respect to 


the Common Trust Fund, the basis 
and method of valuing assets in the 
Common Trust Fund, the basis upon 
which the Common Trust Fund may 
be terminated, and such other matters 
as may be necessary to define clearly 
the rights of participants in the Com- 
mon Trust Fund. A copy of the Plan 
shall be available at the principal of- 
fice of the bank for inspection, dur- 
ing all banking hours, to any person 
having an interest in a trust any 
funds of which are invested in a par- 
ticipation in the Common Trust Fund; 
and upon reasonable request a copy of 
the Plan shall be furnished to such 
person. 


(2) Trust investment committee to 
approve participation.—No funds of 
a trust shall be invested in a partici- 
pation in a Common Trust Fund 
without the approval of the trust in- 
vestment committee. Before permit- 
ting any funds of any trust to be in- 
vested in a participation in a Com- 
mon Trust Fund, the trust investment 
committee shall review the invest- 
ments comprising the Common Trust 
Fund; and, if it finds that any such 
investment is one in which funds of 
such trust might not lawfully be in- 
vested at th:+ time, funds of such 
trust shall not be invested in a parti- 
cipation in such Common Trust Fund. 

At the time of making the first in- 
vestment of funds of a trust in a par- 
ticipation in any Common Trust Fund, 
the bank shall send a notice of such 
investment to each person to whom 
an accounting ordinarily would be 
rendered. 


(3) Common Trust Fund to be 
audited annually.—A bank adminis- 
tering a Common Trust Fund shall, 
at least once during each period of 
twelve months, cause an audit to be 
made of the Common Trust Fund by 
auditors responsible only to the board 


-of directors of the bank. The report 


of such audit shall include a list of the 
investments comprising the Common 
Trust Fund at the time of the audit 
which shall show the valuation placed 
on each item on such list by the trust 
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AMERICAN ART ASSOCIATION 
ANDERSON GALLERIES, INC. 


(MITCHELL KENNERLEY, President) 


30 East 57TH Street, NEw York 


invites correspondence with the Trust Officers of Banks 
throughout the United States whenever they have art and 
literary property to be appraised or to be sold. 


This company has been in business over fifty years and has 
made innumerable appraisals for State and Federal tax pur- 
poses. We will appraise a single object or the largest and 


most varied art and literary collections. 


Our charges are 


reasonable and based on the service rendered and not on the 
appraised value of the object or collection. 


investment committee of the bank as 
of the date of the audit, a statement 
of purchases, sales ang any other in- 
vestment changes and of income and 
-disbursements since the last audit, 
and appropriate comments as to any 
investments in default as to payment 
of principal or interest. The reason- 
able expenses of any such audit made 
by independent public accountants 
may be charged to the Common Trust 
Fund. 


The bank shall, without charge, 
send a copy of the latest report of such 
audit annually to each person to whom 
an accounting of the trusts partici- 
pating in the Common Trust Fund or- 
dinarily would be rendered or shall 
send advice to each such person an- 
nually that the report is available and 
that a copy will be furnished without 
charge upon request. 


(4) Value of assets to be deter- 
mined vperiodically—Not less fre- 


quently than once during each period 
of three months the trust investment 
committee of a bank administering a 
Common Trust Fund shall determine 
the value of the assets in the Common 
Trust Fund. No participation shall 
be admitted to or withdrawn from the 
Common Trust Fund except on the 
basis of such valuation and on the date 
of the determination of such valuation 
or, if permitted by the Plan, within 
two business days subsequent to the 
date of such determination. No par- 
ticipation shall be admitted or with- 
drawn unless, in accordance with pro- 
visions of the Plan, prior to the date 
of the determination of such valua- 
tion, notice of intention to participate 
or to make such withdrawal shall have 
been given in writing to the bank ad- 
ministering the Common Trust Fund, 
or a written notation of the contem- 
plated participation or withdrawal 
shall have been made in the records 
of the bank. 
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oA Virginia institu- 
tion, established in 
1865, with thoroughly 
organized, up-to-date 
trust facilities. 


FIRST AND MERCHANTS 
National Bank of Richmond 


John M. Miller, Jr., President 
Member Federal Deposit Insurance Corporation 






















(5) Miscellaneous limitations.—No 
funds of any trust shall be invested in 
a participation in a Common Trust 
Fund if such investment would result 
in such trust having an interest in the 
Common Trust Fund in excess of 10 
per cent of the value of the assets of 
the Common Trust Fund, as deter- 
mined by the trust investment com- 
mittee, or the sum of $25,000, which- 
ever is less at the time of investment. 
If the bank administers more than one 
Common Trust Fund, no investment 
shall be made which would cause the 
aggregate investment of funds of any 
one trust in all such Common Trust 
Funds to exceed such limitations. In 
applying the limitations contained in 
this paragraph, if two or more trusts 
are created by the same settlor or set- 
tlors and as much as one-half of the 
income or principal or both of each 
trust is payable or applicable to the 
use of the same person or persons, 
such trusts shall be considered as one. 

No investment for a Common Trust 
Fund shall be made in stocks, or bonds 
or other obligations of any one person, 
firm, or corporation which would cause 
the total amount of investment in 
stocks, or bonds or other obligations 
issued or guaranteed by such person, 
firm, or corporation to exceed 10 per 
cent of the value of the Common Trust 
Fund, as determined by the trust in- 
vestment committee, provided that this 
limitation shall not apply to invest- 
ments in obligations of the United 
State or for the payment of the prin- 
cipal and interest of which the faith 
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and credit of the United States shall 
be pledged. 

No investment for a Common Trust 
Fund shall be made in any one class 
of shares of stock of any one corpora- 
tion which would cause the total num- 
ber of such shares held by the Com- 
mon Trust Fund to exceed 5 per cent 
of the number of such shares out- 
standing. If the bank administers 
more than one Common Trust Fund 
no investment shall be made which 
would cause the aggregate investment 
for all such Common Trust Funds in 
shares of stock of any one corporation 
to exceed such limitation. 

Any bank administering a Common 
Trust Fund shall have the responsi- 
bility of maintaining in cash and read- 
ily marketable securities!8 such part 
of the assets of the Common Trust 
Fund as shall be deemed by the bank 
to be necessary to provide adequately 
for the needs of participating trusts 
and to prevent inequities between such 
trusts. In any event, prior to any ad- 
missions to or withdrawals from a 
Common Trust Fund, the trust invest- 
ment committee shall determine what 
percentage of the value of the assets 
of a Common Trust Fund is composed 
of cash and readily marketable securi- 
ties; and if such committee determines 
that, after effecting the admissions 
and withdrawals which are to be made 
pursuant to notice given as required 
in subdivision (4) of this subsection, 
less than 40 percent of the value of the 
remaining assets of the Common Trust 
Fund would be composed of cash and 
readily marketable securities, no ad- 
missions to or withdrawals from the 
Common Trust Fund shall be permit- 
ted as of the valuation date upon 
which such determination is made, ex- 
cept that ratable distribution upon all 
participations is not prohibited. 

(6) Distribution upon withdrawal 
of participation.—When participations 


18A readily marketable security within the mean- 
ing of this section means a security which is the 
subject of frequent dealings in ready markets with 
such frequent quotations of price as to make (a) 
the price easily and definitely ascertainable and 
(b) the security itself easy to realize upon by sale 
at any time. 
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are withdrawn from a Common Trust 
Fund distributions may be made in 
cash or ratably in kind, or partly in 
cash and partly ratably in kind, pro- 
vided that all distributions as of any 
one valuation date shall be made on 
the same basis. Before any distribu- 
tion in cash is made, the trust invest- 
ment committee shall determine whe- 
ther any investment remaining in the 
Common Trust Fund would be unlaw- 
ful for one or more participating 
trusts if funds of such trusts were 
being invested at that time; and no 
distribution shall be made in cash un- 
til any such unlawful investment shall 
have been eliminated from the Com- 
mon Trust Fund either through sale, 
distribution in kind, or segregation 
as provided in the subdivision im- 
mediately following hereafter. 


(7) Segregation of investments.— 
If for any reason an investment is 
withdrawn in kind from a Common 
Trust Fund for the benefit of all 
trusts participating in the Common 
Trust Fund at the time of such with- 
drawal and such investment is not 
distributed ratably in kind it shall be 
segregated and administered or real- 
ized upon for the benefit ratably of 
all trusts participating in the Com- 
mon Trust Fund at the time of with- 
drawal. 


(8) Management of Common Trust 
Fund and fees.—A national bank ad- 
ministering a Common Trust Fund 
shall have the exclusive management 
thereof and shall not charge a fee for 
the management of the Common Trust 
Fund, or receive, either from the 
Common Trust Fund or from any 
trusts the funds of which are invest- 
ed in participations therein, any ad- 
ditional fees, commissions, or compen- 
sations of any kind by reason of such 
participation. The bank shall not 
pay a fee, commission, or compensa- 
tion out of the Common Trust Fund 
for management. Nothing in this 
paragraph shall be construed as pro- 
hibiting a bank from reimbursing it- 
self out of a Common Trust Fund for 


Missouri's 
Largest Fiduciary 


This company engages only 
in the trust business. It does 
no banking business. It ac- 
cepts no deposits. 

It administers more trust 
property than any other Mis- 
souri financial institution. 
Itis the oldest trust com- 
pany in Missouri. 

For ancillary service in 
Missouri or Southwestern 
Illinois consult 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 


Affiliated with the First National Bank 





such reasonable expenses incurred by 
it in the administration thereof as 
would have been chargeable to the 
respective participating trusts if in- 
curred in the separate administration 
of such participating trusts. 

(9) Effect of mistakes.—No mis- 
take made in good faith and in the 
exercise of due care in connection with 
the administration of a Common 
Trust Fund shall be deemed to be a 
violation of this regulation if prompt- 
ly after the discovery of the mistake 
the bank takes whatever action may 
be practicable in the circumstances to 
remedy the mistake. 

A recent report of the Philadelphia Bar 
Association reveals that the last large bank- 
ing institution, a mutual savings bank, has 
ceased preparing wills for its customers. 
The relations with trust companies have 
been considerably improved in recent years 
and the increasing practice of retaining the 
attorney who drafted the instrument ap- 
pointing the bank is sure to create a more 
friendly relationship between the two 
groups. 





New Life Insurance Trust Council 


Baltimore Organizes for Modern Service 


HE idea regarding the formation of 

the Baltimore Life Insurance Trust 
Council was started June 16th, 1937 
when Paul H. Conway, C.L.U. who is 
Chairman of the Committee on Coopera- 
tion with Trust Officers of the National 
Association of Life Underwriters, and 
Roy Booth, Chairman of the Committee 
on Relations with Life Underwriters, 
Trust Division, American Bankers Asso- 
ciation, spoke before a joint dinner of 
about one hundred and twenty-five life 
underwriters and trust men at The Bal- 
timore Country Club on the_ advantages 
and objects of a Life Insurance Trust 
Council. 


The trust council idea as outlined by 
Mr. Conway and Mr. Booth at this ini- 
tial meeting was so enthusiastically re- 
ceived that a joint committee was im- 
mediately appointed by Mr. Joseph J. 
McMillin, the president of the Baltimore 
Life Underwriters’ Association, and Mr. 
G. Roy Mueller, President of the Corpo- 
rate Fiduciaries Association of Balti- 
more City for the purpose of forming a 
Life Insurance Trust Council with pow- 
ers to prepare articles of association, 
and a slate of initial officers, directors, 
and committeemen necessary to such an 
organization. 


This joint committee of three trust 
men and three life underwriters held sev- 
eral meetings throughout the summer, 
and on November 23rd the Baltimore 
Life Insurance Trust Council was organ- 
ized with a total membership of sixty- 
four men, forty-six life underwriters and 
eighteen trust men. 


Mr. Joseph McMillin of The Mutual 
Life Insurance Company of New York 
was elected the first president of the 
newly formed organization, Mr. J. Ham- 
bleton Ober, Vice President and Trust 
Officer of The Baltimore National Bank, 
vice president, Mr. F. F. Peard of the 
Maryland Trust Company, secretary and 


Mr. E. King Schultz of the Massachusetts 
Mutual Life Insurance Co., treasurer. 


President Robertson Griswold of the 
Trust Division attended the organization 
meeting of the Baltimore Life Insurance 
Trust Council, and was most enthusiastic 
about its formation and the co-operative 
spirit shown by the Baltimore life un- 
derwriters and trust men. President 
Griswold was elected a member of the 
council’s first executive committee, and 
his assistance will be of great aid in 
helping the council achieve its object. 


During the week of November 29th- 
December 3rd Baltimore was fortunate 
in having Mr. Gilbert Stephenson, Di- 
rector of the Trust Research Depart- 
ment of The Graduate School of Bank- 
ing, American Bankers Association, con- 
duct a trust research week, and during 
that week the first meeting of the new 
Life Insurance Trust Council was held. 


Approximately seventy-five life under- 
writers and trust men attended this first 
dinner meeting, and Mr. Stephenson 
spoke on the subject of “Estate Plan- 
ning’, a subject of vital interest to both 
groups. Mr. Ernest Judson Clarke, 
State Agent of the John Hancock Mutual 
Life Insurance Company and one of the 
founders of the American College for 
Life Underwriters was present at this 
meeting, and he made a brief address 
praising the efforts and aims of the life 
insurance trust council movement. 


As the Insurance Trust Council is still 
very young in Baltimore, it has not 
planned many definite future meetings. 
However, we hope very soon to follow 
the example of Boston, Rochester, and 
other cities where life insurance trust 
councils are established, and to assist in 
the national movement toward closer co- 
operation between life insurance and 
trust men. 

F. FURNIVAL PEARD 
Maryland Trust Company, Baltimore 





Trust Companies and the Bar 


Opportunities For Improving Relationships 


EARL A. MORTON 
Vice President, Commonwealth Trust Company of Pittsburgh, Pennsylvania 


HIS Committee has contacted the va- 

rious Bar Associations in the more 
thickly populated Counties of the State, 
and has also interviewed the Chairman 
of the most active Grievance Committee. 
It can be stated with much satisfaction 
that in most instances replies have been 
to the effect there is no serious complaint 
about Trust Companies being now en- 
gaged in the so-called practice of law. 
The great majority of Trust Officers have 
endeavored to appreciate the rights of 
the lawyers and the educational campaign 
has caused many of us to avoid taking 
upon ourselves the legal responsibilities 
which we so cheerfully shouldered in by- 
gone days. 


We find that there is a large class of 
lawyers who feel that no matter how 
meticulous a Trust Company may be it 
is, nevertheless, taking over the privi- 
leges which in the past were the prero- 
gatives of lawyers; this class will always 
be opposed to Trust Companies, but the 
great majority of lawyers, and particul- 
arly the younger members of the Bar, 
feel that the Trust Company fulfills a 
need in the business world. 


The criticism which has come to the 
attention of the Committee is for the 
most part constructive. Some institu- 
tions are censured for conducting cheap 
and undignified personal and advertising 
campaigns for New Business. Another 
criticism is that many Trust Depart- 
ments use a certain lawyer or group of 
lawyers almost to the exclusion of other 
worthy members of the Bar. It is the 
opinion of this Committee that a diver- 
sion of legal work among worthy and able 
members of the Bar will do much to con- 
solidate good-will. 


From report as chairman of Committee on Co- 
operation with the Bar, at Mid-Winter Trust Con- 
ference, Pennsylvania Bankers Assn., Dec. 10, 
1937. 


Still another constructive criticism is 
that Trust Officers or Administrators fail 
to call upon the attorney for the estate 
for legal advice to the extent they should. 
Attorneys dealing with Fiduciaries may 
be placed in three classes. The first 
class is the one who when he brings busi- 
ness to a Trust Department wants to for- 
get all about it until the time the fee is 
paid. The second class wish to be con- 
sulted on every minor detail and make 
what seem to be needless calls. This class 
usually has a record of every visit and ° 
telephone call and is able to justify what 
seems to the heirs to be an exorbitant 
charge. The third, and far greater class, 
is the honest and sincere attorney who 
takes an active interest in the estate. He 
wants to be consulted, wishes to assume 
his proper legal responsibility and be en- 
tirely conversant with the details of the 
estate. 

Too often a Will is probated without 
counsel being present or notified; too of- 
ten Inventories and Accounts are filed 
without giving the Attorney for the es- 
tate sufficient time to become conversant 
with the details. We should place upon 
the shoulders of the conscientious law- 
yers the weight of responsibility that is 
his, and we should not forget that no 
matter how skilled we think we are, that 
two heads are far better than one. 


Stop Practicing Law 


We believe that the Pennsylvania 
Banker’s Association should again bring 
to the attention of all Bankers the Code 
of Ethics or the Declaration of Princi- 
ples and warn all Trust Companies to 
avoid the practice of law, and avoid the 
responsibilities that result therefrom. 
We should endeavor to always hold in 
mind the line of demarkation between 
the work of lawyers and our work, so 
that we all may have a place in the sun 
and live in peace and harmony. 
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ECONOMIC DANCING 


The need for public education about 
money, on a scale not yet attempted, is 
far more urgent than it used to be, in 
countries with a democratic form of gov- 
ernment. Demands upon -the public 
treasury have become such that wastage, 
which was of course always deplorable, 
now threatens to make a nation bank- 
rupt. Decisions about expenditure, which 
involve matters never in the past within 
the average ken, have to be commended 
to “the man in the street.” And while it 
is neither possible nor desirable to make 
the man in the street a trained economist, 
it should be quite practicable to raise the 
level of general knowledge. 

What we require for this task is one 
who combines with knowledge of finan- 
cial problems and perils not only the tal- 
ent for exposition, but also a sympathy 
with his fellow-creature in difficulties. It 
is the rarity of this combination which 
explains why “‘the economic expert” is so 
seldom effective in public life. He is 
himself so troubled by enigmas as to 
dwell upon them publicly, forgetting that 
the public has primary need to be told 
what is known for certain, not to be en- 
tertained with a dance of intellectual per- 
plexities. 

Herbert L. Stewart 

Editor, The Dalhousie Review 


(From the Monetary Vimes of Canada) 


ON THE THRESHOLD 


There seems to be a widespread plan 
to make men think that they will get 
something for nothing. Eliminate the 
greed for money and substitute a little 
zeal for production and normal conditions 


soon will return. Production should 
come before profits all the time. 

There is plenty of money in this land 
and there is no reason it should not be 
equitably expended in employment. There 
are more good mechanics and other work- 
ers today trying to find their proper 
levels than ever before. We are on the 
threshold of a period when production 
will be the keynote, and we will need 
more mechanics than we now have. I 
look for that soon. 

Henry Ford 


1938— 


We are not entering a major depres- 
sion; 1938 will see a resumption of the 
upward trend which began in 1933. The 
first quarter may be poor—much worse 
than the early months of 1937; but later 
in the year I look for a substantial re- 
vival. Do not confuse this current re- 
cession with a major depression. Pay- 
rolls, prices, stocks, real estate, and jobs 
should all be on their way to new highs 
by the end of 1938. 

Many of our current troubles come 
from fear and distrust; they are largely 
psychological. 

No one is quite so shrewd an appraiser 
of public opinion as the average Con- 
gressman. When he has his “ears to 
the ground,” he is as keen as a robin hop- 
ping about a lawn listening for worms. 
So with every Congressman and every 
third Senator up for re-election this com- 
ing autumn, I believe that business will 
be given the psychological relief that it 
needs from Capitol Hill. 

Roger W. Babson 


A TOLERABLE MEAN 


I for one believe that moderation will 
prevail. I have seen two major business 
depressions in this country and several 
minor ones. And accompanying each 
one I have invariably witnessed extreme 





TRUST COMPANIES 


legislation, honestly designed to correct 
real evils but faulty, because our law- 
givers have too generally assumed that 
the evils were typical rather than spora- 
dic, and thus have attempted to cure 
them by sweepingly restrictive legislation 
—legislation which, in aiming to cure the 
evils, has by its very inclusiveness placed 
‘obstacles in the path of progress, crip- 
pled the natural interplay of economic 
forces. 

Yet each time in the succeeding years 
I have seen the pendulum slowly adjust 
itself; never, fortunately, swinging back 
to the old extremes, but always finding a 
tolerable mean. 


Thomas W. Lamont 
of J. P. Morgan & Co., New York. 


BANKING POWER 


“Another group of problems affecting 
business, which cannot be termed specific 
abuses, gives us food for grave thought 
about the future. Generally such prob- 
lems arise out of the concentration of 
economic control, to the detriment of the 
body politic—control of other people’s 
money, other people’s labor, other peo- 
ple’s lives. 

“In many instances such concentra- 
tions cannot be justified on the ground 
of operating efficiency, but have been cre- 
ated for the sake of securities profits, 
financial control, the suppression of com- 
petition and the ambition for power over 
others. 

“That such influences operate to con- 
trol banking and finance is equally true, 
in spite of the many efforts through Fed- 
eral legislation, to take such control out 
of the hands of a small group. The work 
undertaken by Andrew Jackson and 
Woodrow Wilson is not finished yet. *** 

Franklin D. Roosevelt 

President of the United States. 


SOURCE OF BANK EARNINGS 


Examination reports of New York 
state banks and trust companies for 1936 
showed that, on the average, 40 per cent 
of the gross income of banks and trust 
companies come from interest and divi- 
dends on investments, 34 per cent from 


: BANK of NEw York 
| & Trust COMPANY 


48 WALL ST., NEW YORK 
Uptown Office: 
MADISON AVE. AT 63rd STREET 


Member of the 
Federal Deposit Insurance (orporation 





interest on loans and mortgages, 8 per 
cent from service charges and commis- 
sions, 8 per cent from trust departments, 
7 per cent from real estate, 2 per cent 
from foreign exchange and the balance 
from personal loan departments and mis- 
cellaneous sources. 

These figures, showing an increasing 
prominence of trust departments, in spite 
of the seriously handicapping statutory 
rates, are from the 1937 annual report of 
William R. White, Superintendent of 
Banks of the State of New York. 


THE QUICK AND THE DEAD 


Speaking of the S. E. C. as the under- 
taker rather than the executioner of pub- 


lic utility holding companies, Philip 
Cabot, professor of business at Harvard 
and renowned utility authority recently 
said: 


“In any rapidly changing society, in- 
stitutions (including business organiza- 
tions) and many individuals are often 
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found to have “died on the hoof.” We 
all know people who have been “dead” 
for years, though they don’t know it, and 
one of the great needs of our time is to 
improve our methods of discovering when 
institutions, or other instrumentalities, 
are in fact dead and to get them decently 
buried. It is high time that we learned 
to draw the line more clearly between 
“the quick and the dead,” and when we 
do, we shall have lost all fear of this so- 
called “death sentence” which has, I 
think, shaken the confidence of all types 
of security investors very seriously.” 


Bank Holding Companies 


ITH the freely given observations 

on bank holding companies by 
President Roosevelt which are rightfully 
coupled with comments by Secretary of 
the Treasury Morgenthau along similar 
lines, it now appears more likely that 
legislation seeking to curtail their fields 
will receive support. Both Representa- 
tive Wright Patman of Texas and Sena- 
tor William Gibbs McAdoo, California, 
have introduced bills to eliminate the ef- 
fectiveness of bank holding companies. 


The Treasury Department and the Fed- 


The Stag “Line” Waiting to Cut In 


1938, New York Tribune Ine. 


eral Deposit Insurance Corporation have 
been studying the operations of the 23 
largest which are said to control about 
400 banks having about one-eighth of the 
deposits of all banks. 

The President said he could see no 
value in holding companies, indicating 
that he believed that banks should be 
controlled by home capital. On the oth- 
er hand technical advisers are by no 
means so ready to eliminate all bank 
holding companies since, in many in- 
stances, they have fully and adequately 
cooperated in protecting the capital of 
banks, many of which have strong trust 
departments. The moderate view of the 
situation here is to regulate and control 
them and restrict their operation strict- 
ly to banking fields, prohibiting them 
from operating in other securities. Exist- 
ing companies would not be legislated out 
of existence but the organization of new 
ones would be made difficult, should their 
counsel prevail. The President indi- 
cated, when questioned, that he did not 
include branch banking system as com- 
ing under his criticism of holding com- 
panies, but rather chain systems. 


Stating that he “wouldn’t worry about 
press articles prophesying an end to the 
American system,” William Knudsen, 
president of General Motors Corp. testi- 
fied before a Senate committee this. 
month that he did not know of economic 
conditions to justify the recession. 

We need a little more assurance all 
down the line that next year will be a 
little better, according to Mr. Knudsen 
who then remarked “I don’t believe this 
is more than a temporary recession. I 
look for recovery and we’re making” 
plans accordingly.” 


A Statement of Principles and Stan- 
dards of Investment has been issued for 
banking institution guidance by the: 
Bank Management committee of the A. 
B. A. 

An intensive analysis of recent 
changes in bank demands and effects of 
major economic conditions, it reviews 
the requirements for a sound secondary- 
reserve policy. 





A Record of Investment 
Principles Underlying A Sound Policy 


HON. MORRIS S. TREMAINE 
Comptroller of the State of New York 


HE State has always had an invest- 

ment policy and it can be summed 
up in two words—safety and yield. One 
of the first investments made by the State 
was by Comptroller McIntyre in 1809, 
when he advised the Legislature to in- 
vest some of the State’s surplus funds 
in bank stocks. And so the State pur- 
chased 1000 shares of the Bank of Man- 
hattan Company stock (now 5000 shares) 
at $50. a share. This investment cost 
$50,000 but it has returned over two 
million dollars in dividends and rights. 


The State Comptroller is the trustee 
of the State’s own sinking funds and the 
sole administrator of the Employees’ Re- 
tirement Fund and various other smaller 
trust funds. The investments eligible 
for these funds are defined in Section 81 
of the State Finance Law, and include 
only: 


. United States Government Bonds. 

. Bonds of the State of New York. 

. Bonds of any city, county, town, vil- 
lage or school district within the 
State. 

. Bonds of any special authority cre- 
ated by act of the Legislature, where 
the eligibility is specifically named in 
the act, such as the Port of New York 
Authority, Hudson River Regulating 
District, Buffalo and Fort Erie Public 
Bridge Authority, etc. 

. Bonds of the Home Owners Loan Cor- 
poration. 

. Mortgages insured by the Federal 
Housing Authority against property in 
the State. 


At the present time the total amount 
invested in all funds is over $235,000,- 
000, showing an average return of better 
than 4%, a profit of at least $25,000,000, 
and not one single dollar of interest de- 
linquent or of principal in default. 


From address before 1987 annual meeting of 
The Savings Banks Association. 


Maturity vs. Yield 


As to funds of the Employees’ Re- 
tirement System, maturity is of little 
importance, whereas it is of great im- 
portance in the sinking funds; while 
yield is of prime consideration because 
4% is paid on member contributions and 
the whole pension and annuity scale is 
built around an average return of 4%. 

The fund has grown from nothing to 
over $97,000,000 in the last fifteen years, 
and the actual average return on invest- 
ments is 4.275%. This reached a high of 
4.65% in January, 1934, and fell to 
4.20% by January, 1937. There has been 
no loss of either principal or interest, but 
the loss of yield due to a high market 
and scarcity of offerings during the past 
three years resulted in our going into 
F.H.A. Insured Mortgages. So far, we 
have purchased over 1200 of these, ap- 
proximating $5,500,000. 

We buy these mortgages on order di- 
rectly from originating institutions, pay- 
ing par for 5% loans and remitting 
monthly % of 1% on the unpaid principal 
as an additional servicing fee. So far 
the record, with one exception, is a per- 
fect one. This one default is not due to 
inability to meet the monthly payments 
but to a pending divorce; already we 
have had three offers for the property. 

We make no individual selection of 
F. H. A. Insured Mortgages submitted. 
Our only requirements are that they be 
insured, that the property be within the 
State and owner occupied or tenanted, 
that the loans be for not less than $3,000 
each, and that the fire insurance carried 
equal the replacement value as fixed by 
the F.H.A. 

These mortgages yield us 4.75% and 
it is easy to see that as we build up a 
position in them we shall gradually in- 
crease the average return on all invest- 
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ments held in the fund. If this can be 
done at such a time as this, and it can 
be, an investment policy built on security 
and yield is sound and justified. 


Yield More Important Than Liquidity 


Yield has been too often sacrificed 
for liquidity. In investing the State’s 
money, the Comptroller has only to think 
of the ultimate payment of the obliga- 
tion and the price at which the money 
can be rented. 


No municipal credit is any better than 
the worst that can happen to it. There- 
fore, the bonds of a municipality with a 
high debt rate and consequent high yield, 
offer greater value than those of a muni- 
cipality with a low debt and a low yield. 
We do not have to buy liquidity; there- 
fore, we do not have to speculate. It 
seems to me that anyone who buys bonds 
with the idea that they may have to be 
sold before maturity becomes somewhat 
of a speculator and often a gambler. The 
safe way of investing is to determine 
what rate you want for your money, and 
then keep that investment to maturity, 
unless it goes to such an extremely high 
price that it can be switched to advan- 
tage. 

When you buy seems to be much more 
important than what you buy. Too of- 
ten an investor buys very high-grade 
bonds in fear periods, and low-grade 
bonds in boom periods. When one buys 
a very high-grade bond at a high price, 
it should be of short maturity; and when 
one buys a low-grade bond, the yield 
should be insured by setting aside part 
of the surplus earnings as a reserve un- 
til the bond is either sold or paid at ma- 
turity. After all, moderation seems to 
be important; either extreme is danger- 
ous. 

Article VII, Section 11, of the State 
Constitution, makes a New York State 
bond a prior lien on the first moneys re- 
ceived. Under this article any bond- 
holder may sue the State. This is the 
only provision of the 
whereby the sovereign State may be sued 
without its permission, thus making the 
indenture of a New York State bond 
superior perhaps to any other. 


Constitution - 


Fact Finding 


Every investor should have had some 
system of finding and developing facts 
that relate to the security he may pur- 
chase, so that with full knowledge, in- 
stead of half knowledge, fear is elimin- 
ated. This policy will increase profit 
and go a long way to prevent losses. 

As an example of this, all municipali- 
ties in the State of New York, except the 
three cities of the first class, must sub- 
mit to the State Comptroller a sworn 
financial statement at the close ‘of each 
fiscal year. These statements are check- 
ed by the Bureau of Municipal Ac- 
counts, and if they cannot be reconciled, 
examiners are dispatched to make a com- 
plete audit. These examiners are train- 
ed public accountants, a good many are 
lawyers, and all are thoroughly familiar 
with municipal law and finance. When 
they finish an examination of a munici- 
pality they have learned all that can be 
known of its standing and affairs. They 
have helped tremendously to improve lo- 
cal government in the State of New York 
and to maintain municipal credit. 


N. C. Trust Departments Must 
Be Segregated 


Trust departments must operate en- 
tirely independently from other depart- 
ments of banks under new rules approved 
by the State Advisory Banking Commis- 
sion and Commissioner Gurney P. Hood. 
Trust activities must be supervised by a 
committee appointed by the bank’s board 
of directors and composed “of at least 
three capable and experienced directors 
of the bank, and at least one member 
shall be a director who is not an active 
officer of the bank.” 


Trust departments must keep a separ- 

ate set of books and “trust assets shall 
be kept separate and distinct from as- 
sets owned by the bank and shall be prop- 
erly segregated from the various trusts 
to which they belong.” 
* The opening and closing of all trust 
accounts must be passed on by the com- 
mittee who must also review assets at 
least once a year. 





Open Horum 


A Clearing House of Fiduciary Views and Comments 


Readers of Trust Companies Magazine are invited to express opin- 
ions, suggestions and inquiries on matters of interest to fiduciaries, for 
presentation and discussion in this department. 


Trust Service, Ltd. 


Dear Sir: 

The opposite views of Mr. F. L. Lip- 
man and “A large-city Trust Official” on 
the future of trust institutions, as pre- 
sented in your December OPEN FOR- 
UM, invite further, and perhaps contin- 
uous, discussion. 

Trust Official, in predicting the segre- 
gation of trust from banking business, 
says the new trust institutions “should 
be organized solely for the handling of 
fiduciary business with sufficient capitai 
to insure their permanence and financial 
responsibility to their customers.” 

But such an institution must be able 
to command sufficient business to earn an 
attractive net profit on its capitalization, 
else such capital will not be available. 

Laws governing estates and trusts are 
about the only “rights” left to the several 
states by the federal government. These 
laws are recognized in the granting of 
trust powers to national banks. If this 
legal independence of the states is to con- 
‘tinue, and if a trade area of 500,000 
population as he suggests represents the 
minimum in which just one trust institu- 
tion could be maintained, we make the 
rather startling discovery, according to 
the 1930 census, that the states of Ari- 
zona, Delaware, Idaho, Nevada, New 
Hampshire, New Mexico, Vermont, Wy- 
oming, and the District of Columbia, 
would be deprived of the service of cor- 
porate fiduciaries. 

Of the remaining states, only Cali- 
fornia, Connecticut, Illinois, Indiana, 
Kentucky, Maryland, Massachusetts, 
Michigan, Minnesota, Missouri, New 
York, Ohio, Pennsylvania, Texas, and 
Wisconsin appear to have cities with a 
500,000 population in a radius of 100 


miles. (Can you imagine Fort Worth 
people sending their trust business to 
Dallas?) 

Even dropping the population limit, 
there are but 93 cities of 100,000 popu- 
lation or more in the United States. If 
each of these cities could organize and 
support one independent trust. company, 
it would mean the concentration of in- 
vested capital exceeding the valuation of 
all our railroads, exceeding the admitted 
assets of all life insurance companies, 
until recently exceeding the national 
debt. I doubt that such a policy would 
find favor with 531 federal legislators. 
And there are eleven sovereign states 
without cities of 100,000 population. 

Perhaps Trust Official has not, as I 
have, visited such metropolitan centers 


- as Fargo, Billings, Great Falls, Walla 


Walla, Boise, Reno, Cheyenne, Tucson, 
Albuquerque, Roswell, Abilene, Amarillo, 
Texarkana, Bartlesville, Muskogee, Fort 
Smith, Alexandria, Clarksville—the list 
is limitless. 

Mr. Lipman may not have visited these 
cities, but he speaks for them most per- 
suasively when he says, “in the associa- 
tion of trust and banking business in a 
single company, banking customers en- 
joy additional facilities, while trust cus- 
tomers have the protection of a larger 
capital and of a combined business judg- 
ment.” Additional capital seldom is re- 
quired. 

There is one other reason to support - 
Mr. Lipman’s position, namely, that the 
wealth which constitutes the credit base 
of any community must eventually be ad- 
ministered as estates. The small city 
trust officer supervises sheep shearing 
and prune wrinkling; he trades in acre- 
feet of water, white-faced cattle, mining 
claims, and many other assets which can- 
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not be locked in a safe deposit box. Trust 
Officials would experience some difficulty 
in performing a satisfactory service by 
remote control from his urban office. 
The principal prerequisite to credit- 
able and profitable trust administration 
in small city banks is that the officer in 
charge of the department be thoroughly 
trained for his duties and that their 
proper performance shall never be con- 
sidered a side-line. 
Paul S. Chalfant 


Vice President, The Purse Company, Los Angeles. 


Unfortunate Mistake 


Dear Sir: 

I wish to state that I am practically 
one hundred percent in accord with Mr. 
Elsas in his article, “A Workable Rule 
For Determining Income” in the Novem- 
ber issue, as I think that there is a very 
great advantage in the UNIFORM 
PRINCIPAL AND INCOME ACT. 


It is indeed unfortunate that Gov- 
ernor Earle of Pennsylvania defeated 
the good work of the legislature of that 
state. Either the Governor did not un- 
derstand the subject matter of the Act, 


and also the proposed advantages of it, 
or he was mistakenly influenced by those 
who have some personal reason for not 
being in harmony with the Act, inas- 
much as his reason for vetoing the Act 
is profoundly unsound. 


It is the hope of the Committee, of 
which I am the Chairman, that we can 
sufficiently interest the members of the 
State legislature in passing a UNIFORM 
PRINCIPLE AND INCOME ACT which 
will be very little unlike the draft pro- 
posed by the Commissioners. 


G. W. Davis 
V. P. & T. O., Beverly Hills National Bank & 
Trust Company, Beverly Hills, Calif. 


Benefits All Parties 


Dear Sir: 

I have reviewed with interest the ar- 
ticle on “A Workable Rule for Determin- 
ing Income” in your November issue, 
and wish to state that it certainly ap- 
pears that the advantages to be gained 
by the Uniform Principal and Income 
Act would outweigh the possible discrim- 
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ination against life tenants. If the pro- 
posed Act may, in some instances, dis- 
criminate against life tenants, it is also 
possible that the so-called Pennsylvania 
Rule would discriminate, in some in- 
stances, against the remaindermen. 


It should be pointed out that the pro- 
posed act would not benefit the Trust 
Companies by diminishing the income of 
the life tenants as suggested in the state- 
ment from Governor Earle of Pennsyl- 
vania, quoted in the Article. The ques- 
tion is one between remaindermen and 
life tenants. The principal advantage 
of the Uniform Act is obviously the sav- 
ing of administration costs and the 
avoidance of litigation, which would 
benefit all parties interested in Trusts. 


G. Harold Welch 


T. O., The New Haven Bank, N. B. A., New 
Haven, Conn. 


Hot Money 
Dear Sir: 


Commenting on the article entitled 
““*Hot Money’ in Insurance Options” in 
your November issue, let me say first 
that it is almost impossible to make a 
brief comment on this difficult subject. 

The problems enumerated in said ar- 
ticle are admittedly of much importance 
which can hardly be over-emphasized, 
and must be considered in conjunction 
with other requirements affecting option- 
al settlements. 


We have given considerable thought 
for the past year or more to the question 
of Optional Settlement procedure. We 
tried to cover the many phases of the 
subject in our attempt to formulate a 
procedure which would meet the reason- 
able requirements of policyholders, be 
satisfactory to the Agency force, and safe 
for the Company. 

In all our thinking on this subject, we 
kept in mind what seemed to us two im- 
portant facts. First, the instalment set- 
tlement is the vital part of an insurance 
policy which permits life insurance to 
function in its true sense, because the 
loss to dependents on the death of the 
head of the family is not a lump sum of 
money, but an income. Secondly, life in- 
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surance, with but few exceptions, is tak- 
en out for the protection of immediate 
dependents, and this should be and in 
the majority of cases can only be ac- 
complished under an optional settlement; 
but when this has been accomplished, the 
Company should be relieved, and by Com- 
pany we mean the general body of policy- 
holders, of further expense of investing 
and administering policy proceeds. 

We believe that due recognition of 
these two important facts is embodied in 
the set of rules for Optional Settlement 
procedure which we put into effect for 
our Company on August Ist of this year. 
A few of the larger companies have 
adopted somewhat similar rules, and a 
number of companies are considering 
their adoption. In the case of some com- 
panies the language of policy contracts 
will have to be revised, and the adoption 
of the rules will therefore be delayed. It 
should be mentioned that some of the 
rules set forth have been observed by this 
Company in actual practice for a num- 
ber of years, and are included merely for 
the sake of completeness. 

The observance of these rules will 


greatly alleviate the dangers pointed out 


by Dr. Benner in the uncontrolled pres- 
ent procedure. They will prevent straight 
interest deposits for unreasonably long 
durations. They will considerably de- 
crease the selection formerly possible to 
beneficiaries under life income options 
with resultant mortality losses. They 
will avoid in large measure the use of 
optional settlements to effect so-called 
testamentary disposition of. insurance 
proceeds. 

Dr. Benner points out the dangers of 
the withdrawal privilege contained in 
many optional settlements.. In this con- 
nection it should be remembered that 
these funds are but a small part of the 
total funds subject to withdrawal. Divi- 
dends left at interest and cash values 
are also payable on demand, and aggre- 
gate many times the total amount depos- 
ited under optional settlements. It would 
seem that any condition which would 
create an unusual demand for the latter 
would also result in such a demand for 
dividends and cash values, but this has 
not been the Company’s experience. 
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Opportunity for Men Interested in 
Trust Department Business and 
Bank Advertising 
Strongly established corporation, serving as 
new business and advertising counsel for 
banks and trust companies, has openings 
for full-time sales and service representa- 
tives in New York and other territories. 
Opportunity limited only by individual’s 
ability. Experience in trust department 
operation and bank advertising helpful but 
not essential. No investment required, but 
prefer men who have proved ability to 
manage their own affairs. Personal appoint- 
ment will be arranged if your confidential 
letter of application indicates possibility of 
mutually pleasant and profitable associa- 
tion. Address: Box 34 care of this publica- 

tion. 


When the optional settlement is elect- - 
ed by the insured, the withdrawal privi- 
lege is seldom included. On the other 
hand, proceeds left by beneficiaries are 
in effect demand deposits, and should be 
regarded as such in determining the rate 
of interest to be allowed. 

This brings us to the question of a 
guaranteed rate of interest. We are 
convinced that there must be some guar- 
anteed rate in the policy interest; with- 
out it programming is not possible, and 
it is usually necessary to leave some part 
of the insurance proceeds under an in- 
terest option to accomplish a complete 
program. Other considerations are also 
involved in this problem. Policy reserves 
must be accumulated on a rate not less 
than 3%. This may involve a guaran- 
teed rate of 3% for seventy or eighty 
years. 

The laws of many states forbid a set- 
tlement of an amount less than the face 
amount of the policy. This has been con- 
strued as prohibiting installment settle- 
ments based on a lower rate than the re- 
serve rate basis. Since long term install- 
ment settlements must be on a 3% basis 
—it does not seem illogical to guarantee 
3% on deposits provided the term of the 
deposit is kept within reasonable limits. 
We believe the rates tend to accomplish 
this. 

Carl Heye 


President, Guardian Life Insurance Company of 
America. 
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Insurance Trust Advantages 


“Some Contributing Reasons for the 
Increasing Use of Life Insurance Trusts” 
were discussed by Leland C. Barry, As- 
sistant Vice President of The Union 
Trust Company of Pittsburgh, at the 
regular luncheon meeting of the C. L. U. 
Chapter in Pittsburgh, Nov. 29th. 

Recognizing that the layman is quite 
naturally unacquainted with the legal 
terms relating to general estate plans 
and to the more technical phrases per- 
taining to various life insurance policies, 
Mr. Barry stated as his opinion that es- 
tate plans should be formulated with use 
of non-technical language. It should be 
the responsibility of the client’s attor- 
ney when the outline has assumed gen- 
eral form to explain the technical and 
legal implications of the proposed plan. 

Life insurance companies deserve much 
credit for having devised the various set- 
tlement options which they offer, he 
stated, and these options merit careful 
consideration in estate planning but often 
do not furnish the degree of flexibility 
desired by the insured for the ultimate 
distribution of his insurance funds. 
Moreover, recent trends on the part of 
life insurance companies toward limita- 
tions in these optional settlements may 
tend to increase the use of life insur- 
ance trusts. 

He suggested four advantages of life 
insurance trusts which have contributed 
to their widespread use. 

Unity—tThe consolidation of all insur- 
ance policies under one plan of adminis- 
tration as is possible in a life insurance 
trust affords to the beneficiaries one 
source of income and advice in contrast 
with income received from a number of 
insurance companies located in different 
cities. 

Flexibility—By the use of a life insur- 
ance trust discretionary powers may be 
given to a responsible trustee to meet 
unusual and unforeseen emergencies or 
needs which may be experienced by bene- 
ficiaries over a period of years. Thus 
each problem can be judged as it arises, 
and the insured can delegate to an expe- 
rienced organization the necessary au- 
thority to act at a time when he is not 
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available for counsel and advice to his 
family. 


Experience—The trust company offers 
an established organization to evaluate 
such needs of beneficiaries and is an ef- 
fective vehicle for the administration of 
property where discretionary powers for 
possible use of principal are delegated by 
the insured. The local trust company is 
in a better position to gauge these needs 
than the home office of a life insurance 
company which may be located at a con- 
siderable distance from the insured’s 
family. He noted that few life insur- 
ance companies desire to have such dis- 
cretionary powers given to them parti- 
cularly since they were not organized to 
do such work. 


Dual Service—Estate expenses must 
be paid in cash. To do this securities 
must often be sold. When the insured 
has two estates, one of life insurance and 
one of personal property, both adminis- 
tered by the same institution, that insti- 
tution may avoid sacrificing the personal 
property in an unfavorable securities 
market by using available cash in the 
life insurance trust for meeting such re- 
quirements. 


A further reason for the increasing 
use of life insurance trusts is due, he be- 
lieved, to the fact that many attorneys 
during the past few years have recom- 
mended to their clients the gift of life 
insurance policies in trust because of 
possible reduction in ultimate estate tax- 
es through such gifts. 


a 


Harrisburg. Pa.—The appointment of 
Irland McK. Beckman. of Philadelphia, as 
Secretary of Banking of Pennsylvania to 
succeed Dr. Luther A. Harr. effective Jan- 
uary 1, was announced in December by Gov- 
ernor George H. Earle. Mr. Harr resigned 
to assume the post of City Treasurer of 
Philadelphia, to which he was elected by 
the people. 

Dr. W. Carlton Harris has been appointed 
by Mr. Harr to be his assistant City Treas- 
urer. Dr. Harris is now Special Deputy 
State Secretary of Banking, a professor of 
finance at Wharton School of the Univer- 
sity of Pennsylvania, and a noted authority 
on banking and municipal finance. 





Wills of the Month 


Frank Billings Kellogg 
Co-Author Kellogg-Briand Pact, Nobel 
Peace Prize Winner 


Frank Billings Kellogg, Secretary of State 
under President Calvin Coolidge, former 
Ambassador to Great Britain, former Sena- 
tor from Minnesota and co-author of the 
Kellogg-Briand Peace Pact which won him 
the Nobel Peace Prize, named in his will 
the First Trust Company of St. Paul, Min- 
nesota, co-executor and co-trustee of his es- 
tate. 

Mr. Kellogg attained his first national 
prominence when he was invited by Presi- 
dent Roosevelt in 1906 to prosecute the 
Standard Oil Company. This suit lasted 
years and resulted in the Standard Oil Com- 
pany being ordered to split up into thirty 
companies. He was president of the Ameri- 
can Bar Association during 1912 and 1913. 
In 1916 he was elected to the Senate by the 


people of Minnesota and served until 1923. 


President Coolidge called him back from 
private life in 1924 and appointed him Am- 
bassador to Great Britain and upon the 
resignation of Charles Evans Hughes, Presi- 
dent Coolidge named Mr. Kellogg Secretary 
of State. His chief achievement as Secre- 
tary of State was, of course, the Kellogg- 
Briand pact. When the treaty was con- 
cluded Mr. Kellogg went to Paris to sign it. 
The pact was signed in August 1928 by rep- 
resentatives of Germany, the United States, 
Belgium, France, Great Britain, Canada, 
Australia, New Zealand, South Africa, the 
Irish Free State, Italy, Japan, Poland and 
Czechoslovakia. 

For the part he took in the peace pact he 
was decorated with the Grand Cross of the 
Legion of Honor and his crowning triumph 
came in 1930 when he was awarded the 
Nobel Peace Prize at Oslo. 


Henry M. Robinson 
Banker 


Henry M. Robinson was chairman of the 
board of the Security-First National Bank 
of Los Angeles and named that institution 
“as both co-executor and co-trustee of his es- 
tate. 


Mr. Robinson was one of the few Ameri- 
cans who was offered and declined presiden- 
tial cabinet appointments by both Demo- 
cratic and Republican administrations, When 
he moved to California in 1906 he became 
active in building not only the banking in- 
terest but also the Southern California Edi- 
son Company, the Union Oil Company and 
the California redwood industry. During 
the World War he was Commissioner of the 
United States Shipping board and was 
named by President Wilson as a member 
of the Supreme Economic Council at the 
Peace Conference. He became the Presi- 
dent’s accepted confidant. 


James Pleasant Matheson 
Physician and Philanthropist 


Dr. James Pleasant Matheson, one of 
North Carolina’s most prominent eye, ear, 
nose and throat specialist, named the Amer- 
ican Trust Company, Charlotte, N. C- co- 
executor and trustee of his estate. 

Dr. Matheson obtained his M. D. from 
North Carolina Medical College and con- 
tinued his studies at the University of 
Maryland and the University of Viena. He 
served as a Major in Hospital Unit O, Base 
Hospital 6, overseas from 1917 to 1919. He 
was Beta Theta Pi, Phi Beta Kappa, Omi- 
cron Delta Kappa, La Sociétés des 40 
Hommes et 8 Chevaux. 

His will contained liberal bequests to em- 
ployes and former employes of the Char- 
lotte Eye, Ear, Nose and Throat Hospital, 
to relative and to other hospitals, educa- 
tional and religious institutions. 


Harold H. Hackett 
Tennis Champion 


Harold H. Hackett, former national ten- 
nis doubles champion and member of the 
Davis Cup team and committee, named 
the Bank of The Manhattan Company, 
New York City, in his will as executor of 
his estate. 

With F. B. Alexander, Mr. Hackett was 
national tennis doubles champion in 1907, 
708, 09 and ’10. In the 1913 Davis Cup 
competition in Wimbledon, Mr. Hackett 
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and Maurice E. McLaughlin, representing 
the U. S. in doubles defeated their op- 
ponents in hard fought sets to win the 
cup that year. 


In 1923 as a result of a controversy 
Mr. Hackett, then a member of the Davis 
Cup Committee, had with William T. Til- 
den, Mr. Tilden declared he would never 
play again on a Davis Cup team. The 
difficulties were apparently settled for 
Mr. Tilden played on the team in follow- 
ing years. 


Dr. Leo F. Adt 
Eye Specialist 


Dr. Leo F. Adt, eye specialist, was best 
known as the inventor of the pence-nez 
style of eye glasses. He named the State 
Bank of Albany, New York, as both execu- 
tor and trustee under his will. — 


Dr. Adt patented his nose glasses under 
the name of “Shur-On.” He later sold his 
rights to the invention and the name “Shur- 
On” became internationally known- Dr. Adt 
was also credited with perfecting a rapid 
plate emulsifier, used to coat photographic 
plates. He sold the emulsifier to Eastman 
Kodac Company. 


He wrote several text books on eye dis- 
eases and treatments and until recently was 
on the faculty of the Albany Medical Col- 
lege. 


Nathaniel D. Chapin 
President of Large Paint Concern 


Nathaniel D. Chapin was president and 
founder of the Billings-Chapin Company, 
manufacturers of paints and varnishes since 
1897. The Cleveland Trust Company, 
Cleveland, Ohio. was appointed administra- 
tor, with the will annexed, of the estate. 


Mr. Chapin was forced to leave school in 
his second year of high school, due to his 
father’s death, to help support his mother. 
He started his business career as a bank 
messenger at $20 a month. After working 
in several paint companies in Cleveland, he 
founded the Billings-Chapin concern and 
built it up until it was one of the leading 
and largest companies of its kind in Cleve- 
land, which is noted for its many paint com- 
panies. 


Despite his age of 76, Mr. Chapin re- 
mained active in the business, serving as 
president and treasurer at his death. 
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Paul F. Haddock 
Textile Chemist 


The Union National Bank, Charlotte, 
North Carolina, was named executor in the 
will of the late Paul F. Haddock. 


Mr. Haddock was Southern sales mana- 
ger of American Cyanamid and Chemical 
Corporation, president of the Haddock Cor- 
poration of Charlotte, head of the General 
Cleanser Products Corporation of Charlotte, 
chairman of the bleachers, dyers, and fin- 
ishers section of the Southern Textile As- 
sociation. He was inventor of the Haddock 
scientific circulator, widely used in the mills. 


Mr. Haddock also found time for his hob- 
by, golf. He was vice president and direc- 
tor of the Southern Golf Association. 


Eugene J. Buffington 
Retired Steel Merchant 


Eugene J- Buffington rose from a nail 
salesman to president of the Illinois Steel 
Company, now a part of the Carnegie-Il- 
linois Steel. He started his career in busi- 
ness as a wire nail salesman when wire 
nails were held in disrepute in this country. 
In five years he attained sufficient success 
to establish a larger plant. In about an- 
other five years he went to Chicago to be- 
come a director, a member of the executive 
committee and treasurer of the American 
Steel and Wire Company of Illinois. One 
year later he was made president of the 
company. 


Mr. Buffington gave generously to edu- 
cational movements during his life and was 
active in the Community Trust of Chicago, 
and the Y. M. C. A. 


He named in his will the Harris Trust 
and Savings Bank, Chicago, as trustee of 
his estate. 


Charles C. Cluff 
Steel Man 


Charles C. Cluff entered the steel in- 
dustry as a youth with the Illinois Barbed 
Wire Company and remained actively en- 
gaged in the industry for fifty years. He 
was the last survivor of the original in- 
corporators of the United States Steel 
Corporation. 


Mr. Cluff named in his will the Bank- 
ers Trust Company, New York City, the - 
executor of his estate. 





Developing Trust New Business 


ry HE Safe Deposit and Trust Co., Bal- 

‘timore, Maryland, has recently com- 
pleted a long series of some forty odd ad- 
vertisements all based on “Old Maryland 
Wills.” 

There is not a state in the union richer 
in tradition and history than Maryland, 
and it is indeed a clever idea to pull in- 
formation out of dusty old records to 
put a trust story across. 

The future of trust advertising will 
not suffer as long as there are minds 
which seek out interesting oddities that 
forcibly drive the corporate fiduciary idea 
home. 

There are distinctly two different 
types of trust advertising. One the 
serious, educational kind that appeals to 
a certain class of reader. This advertis- 
ing is a necessity in developing trust 
business and it is doubtful if it can ever 
be entirely replaced. The reader of the 
heavy advertisements are, taken as a 
whole, perhaps the better prospects for 
trust service, but it can’t be denied that 
they are comparatively few in number 
who take a wholehearted delight in delv- 
ing into the heavy intricacies of wills, 
trusts or estate planning. 

The other type of trust advertising is 
the light, interesting to all, kind. Al- 
though many will read this type of copy 
who will never have a need for trust ser- 
vices, one of the most valuable sources of 
all is being tapped, that of familiarizing 
the community with the service to be 
sold. 

The Safe Deposit and Trust Co., has 
practically thrust their advertisements 
down the throat of Marylanders. Where 
state pride exists, and how it exists in 
Maryland, little tid bits of early state 
history, that are naturally unknown to 
the masses, are eagerly awaited. 

An enormous amount of time and en- 
ergy was obviously spent on research and 


study for this series. (see cut) The text 
of one advertisement follows: 


The Second Will 


“The second will shown on the records of 
the Provincial Court is that of William Blis- 
sard of Kent Island. It was a verbal will, 
leaving everything to his partner, William 
Crawley, who was appointed administrator. 

“Two years later, Crawley, himself, died 
and left to his god-daughter, Katharine 
Smith, everything, “save only my long 
gonne, which I give to John Glantham.” In 
addition to his “long gonne” he left four 
other “gonnes,” 2 pewter dishes, 2 pewter 
“beare bowls,” 2 iron pots, a frying pan, 1 
Bible, 2 cocks and 2 hens. 

“His two servants were valued at 2,000 
pounds of tobacco each. A note states that 
“the praysers in their consciences thinks 
tobacco is worth 2 pence per pound,” which 
gives us an early standard for the value of 
tobacco, the principal commodity and, in- 
deed, currency, of the Province. 

“Possessions were few and procedure 
simple in the administration of estates in 
Colonial times. Since then, this has be- 
come far more complicated. A prudent per- 
son today should consider the facilities and 
long experience of this company when ap- 
pointing an Executor or Trustee.” 


—$- 
Big Business 


The Bank of New York and Trust 
Company, New York, actively enters in- 
to discussions that are currently being 
considered by the nation. As the ac- 
companying cut illustrates the copy is 
given over to information that the aver- 
age citizen is hungry for. Whenever 
groups of men gather the subject of gov- 
ernment and business is sure to arise 
sooner or later. What could be more 
apropos than to see a reliable institu- 
tion’s advertisement, supporting and 
giving facts to one’s argument of just 
the night before, particularly if one was 
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HE first Maryland inventory recorded 
is that of John Bryant who was killed 
by a tree he was felling. 


The jury of twelve good men and true 
found that by the fall of this tree the aforesaid 
John Bryant had “his bloud bulke broken” and, 
invoking the old English law of deodand, de- 
cided that the “tree moved to his death” and 
therefore declared it forfeited to the Lord Pro- 
prietor, “for pious uses.” So John Bryant's 
family lost not only his services, but the tree 
as well. 


The inventory of his estate, filed in April 1638, 
listed two old suits and an old doublet, three 
shirts and a “half shirt,” “1 cock henne,” Elias 
Beach, his servant, and a third part of a house, 
appraised at five shillings. The whole estate 
was valued at 1,728 pounds of tobacco, or about 
15 pounds sterling. It is interesting to know that 
a man living in the third of a $3.75 house could 
afford a servant. 


Aseets of estates entrusted to this Company are 
kept at all times separate from those of other 
estates and of the company,—a detail of man- 
agement, but one which more than 61 years’ 
experience has shown to be essential. 


Safe Beposit and Crust Co. 


—— OF BALTIMORE 
13 SOUTH STREET 


Nothing to Sell but Service 


( 
I have on.” 
HE » 
* States hj 
Matry, 18 debts 
m 6 as 
leane go>, POUnds of 


me : ol 
What it is.” Certaine tobace. 
: <0, 


follows. « 





TRUST COMPANIES 107 


relying on common sense and was a bit 
unsure of himself at times. 


Big Business 


HE greatest economic * 


superstitions of this genera- 
tion cluster around the words 
“Big Business’. 


What a curious fact that 
so many users of the automobile, 


refrigerator, radio, telephone | 
of business and industry. 


and thousands of other inciden- 


tals of American life do not stop | 


to think that business—big and 


little—has been responsible for | 
great and continuing advances | 
in our standards of living, the | 


benefits of which have extended 
to the humblest homes. 


Business creates jobs, re- | 


duces the cost of goods, provides 
tax revenues, and promotes new 
discoveries and inventions 
Without productive enterprise 


there can be no wages, taxes, | 


sections of the public are begin- 
ning to realize that the public 
interest coincides with private 


| business interests and that the 
| masses enjoy the greatest bene- 


fits when conditions are favor- 
able for the profitable operation 


This Bank is a lender of 
funds to many businesses. As a 
fiduciary, it must also invest 
substantia! sums in corporate 
securities. Jt is therefore vitally 
interested in the success of 
business. 

We consider it part of 
our responsibility to help create 
a clearer public understand- 
ing of the place of business in 
the scheme of things. In subse- 
quent advertisements we shall 


' 
national budgets or security. | endeavor to explain some of the 
Failure to understand this is | outstanding achievements of 
costly to all. Fortunately, larger ~ American business. 


Bank or New York & Trust Company 
48 Wall Street « New York 
UPTOWN OFFICE: MADISON AVENUE AT 63RD STREET 


New York's First Bank Founded in 1784 











Financial Advertising to Con- 
tinue Upward Trend 


The Research Committee of the Financial 
Advertisers Association, of which Henry C. 
Ochs, vice president of the Association, is 
chairman, has just completed a survey 
among the Association’s membership on 
the subject of advertising appropriations 
for 1938. 

Members reporting show that more than 
fifty percent will have the same appropria- 
tion as in 1937. Thirty-six percent will 
increase their appropriation for the com- 
ing year and less than nine percent will 
decrease for 1938. In the latter group 
are a large percent of banks that have 
utilized special media during the year 
1937 for specific purposes such as bank 
openings, anniversaries, etc. Analysis of 
the reports reveals that educational and 
institutional copy will predominate but 
in all cases reporting, various depart- 
mental services from Christmas Savings 


accounts to the large corporate trust and 
investment services will be stressed in 
this year’s advertising. 

Newspapers lead the list of media to be 
used by 100% of the reporting members. 
A large percentage will also use direct 
mail, outdoor, radio, and sectional and 
national publications. 

Some concentration on present custo- 
mers will be made as about sixty-five per- 
cent will utilize point of contact advertis- 
ing in lobby and window display to tie in 
with the other media. 

This survey covers a good cross section 
of financial institutions in all parts of the 
country and shows the trend to maintain 
advertising along the same lines as were 
pursued in 1937 bank advertising. 


——+ -+ -+ 


The advertising department of the 
American Bankers Association mails pe- 
riodically to subscribers of their adver-~ 
tising service a packet of advertisements 
suitable for reproduction by almost any 
bank. Most notable of the last group 
mailed was the following ad. The illus- 
tration and copy theirs—type ours. 


“What did daddy 
bring us?” 


Some day they’ll understand that the gift 
which Father arranged for them today may 
become the most important one of their 
entire lives. He creating a Living Trust 
to make sure that they will be taken care 
of, regardless of what happens, 


If you are interested in learning explicit- 
ly why many men create Living Trusts as a 
means of saving themselves investment 
worry, and of building and conserving their 
estates, we will be glad to consult with you. 
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Vermont’s Common Trust Law 


Sec. 10. Section 5445 of the General 
Laws (section 6439 of the Public Laws, 
as proposed) is hereby amended so as 
to read as follows: 


Sec. 5445. All moneys, property or 
securities received or held by a trust 
company in the capacity of executor, ad- 
ministrator, receiver, assignee, trustee 
or guardian shall be kept separate and 
distinct from its general business, and 
shall not be mingled with the invest- 
ments of its assets, or be liable for its 
debts or obligations; but a trust com- 
pany may in good faith deposit tempor- 
arily in its commercial or savings de- 
partment any money so held in trust 
awaiting distribution or investment and 
may also deposit in its savings depart- 
ment as an investment not to exceed one 
thousand dollars for any one trust. All 


such deposits in either department shall 
be in the name of the trust or in the 
name of the bank as trustee of the trust 
and shall have the same protection and 
none other than other deposits; nor shall 


the bank’s deposits and its surplus, other 
than the trust guaranty fund, be liable 
for any claims growing out of the hold- 
ing or management of funds or securi- 
ties so received or held, except as to any 
balance remaining after the satisfaction 
of the demands of other creditors. A 
trust company may in its discretion as- 
sociate together for common investment 
the funds of individual trusts held by it 
whether created by order of court or 
otherwise, if the terms of the trust do 
not require a separate investment. For 
that purpose a trust company may create 
a trust investment account, to be known 
as its associated trust investment ac- 
count to which may be entrusted for in- 
vestment the whole or any part of the 
funds of trusts permissible to be asso- 
ciated as above. .An individual trust 
whose funds are thus associated shall at 
all times be the equitable owner of its pro 
rata share of the funds of said asso- 
ciated trust investment account, and 
shall share pro rata the net income of 
said account, and the net increase or de- 
crease of its principal for any reason 
during the time its funds are a part of 
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said associated trust investment account. 


_ The net income shall be distributed pro 


rata to the individual trust accounts at 
reasonable intervals. Funds of indivi- 
dual trusts transferred to said account 
or withdrawn therefrom shall be on the 
basis of the market value of the total 
funds of said account at the time being. 


*From Public Acts passed by the 32nd biennial 
session of the General Assembly 1933. ’ 


Minnesota’s Common Trust 
Statute 


At the last session of the Minnesota 
Legislature, Chapter 174, H. F. No. 1246, 
was enacted authorizing the creation of 
common trust funds. The bill was an 
amendment to the trust investment law 
in Section 7735, Mason’s Minnesota 
Statutes of 1927. The pertinent provis- 
ions follow: 


“Whether it be the sole trustee or one of 
two or more co-trustees, it may invest in 
fractional parts of, as well as in whole, se- 
curities, or may commingle funds for in- 
vestment, provided however that if it in- 
vests in fractional parts of securities or 
commingles funds for investment, all of the 
fractional parts of such securities, or the 
whole of the funds so commingled shall be 
owned and held by such trust company in 
its several trust capacities, and it-shall be 
liable for the administration thereof in all 
respects as though separately invested, pro- 
vided, however, that not more than $5,000.00 
(at the cost price of such investments) shall 
be so invested for any one trust at any one 
time in fractional parts or as commingled 
funds for investment, unless the authority 
to invest in fractional parts or as com- 
mingled funds be given in the order, judg- 
ment, decree, will or other written instru- 
ment governing such trust. The foregoing 
shall apply as well whether a corporate 
trustee is acting alone or with an individual 
co-trustee.” 


————-0 


Pennsylvania state authority bonds, to 
be issued for financing its $65,000,000 insti- 
tutional building program, are proper se- 
curities for the investment of trust funds 
by fiduciaries, according to opinion by At- 
torney-General Charles J. Margiotti. 





New Insurance-Trust Council Forming 
Basil Collins Addresses Joint Philadelphia Meetings 


OINT meetings were held in Phila- 

delphia on January 12, 13 and 14, 
between trust officials and life under- 
writers interested in formation of a 
local Life Insurance and Trust Council, 
which action was approved and organ- 
ization matters referred to appropriate 
committees of each group, George E. 
Lloyd, trust officer of the Pennsylvania 
Company, being chairman of the Corpo- 
rate Fiduciaries Association committee 
on Cooperation with Insurance Under- 
writers, and Jackson Maloney, presi- 
dent of the Philadelphia Life Insurance 
Company, chairman of the Fiduciaries 
committee of the Life Underwriters 
Association. 

As a pioneer and past president of 
the Boston Council, Basil S. Collins, 
first trust officer to receive the C.L.U. 
degree, and assistant vice-president of 
Old Colony Trust Company, took a lead- 
ing role in addressing the two groups 
and assisting in perfecting local organ- 
ization’s program. This coordination of 
the two great institutional services for 
creation and conservation of estates, in 
these days when people are extremely 
“estate-minded,” Mr. Collins forecasts 
as destined to be one of the outstand- 
ing contributions to sound economic 
development, saying: 


cc RUST officers who have some 
knowledge of the life insurance 
field, recognize one fundamental truth 
which seems to be the basis for all rela- 
tionships between trust companies and 
life underwriters. No trust officer alone 
can hope to make a sound and exhaus- 
tive analysis of a man’s estate which 
includes life insurance, because he is 
not familiar enough with life insur- 
ance. By the same token, no life under- 
writer can make an adequate analysis 
of a man’s life insurance estate and 
general estate, because of his lack of 
knowledge of trust procedure. 
“The confidential relationship which 
exists between the lawyer and the client 


should always be respected by the life 
underwriter and the trust officer in each 
case. All three acting in an ethical 
manner will perform for the client the 
highest degree of service possible. You 
owe this to the people of Philadelphia. 


“During the past twenty years two 
distinctly American institutions have 
come forth. One is advertising; the 
other is salesmanship. These two ele- 
ments have made our world quite differ- 
ent from the world of twenty years ago. 


“Trust solicitation is a new depar- 
ture, covering a period of probably not 
more than the past ten years. Trust _ 
companies, bound by tradition as they © 
are, have not yet taken full advantage 
of the power of advertising or personal 
solicitation in merchandising their ser- 
vices. The very word “merchandising” 
was somewhat alarming to the average 
trust officer. In all fairness, it must 
be remembered that the trust company 
is a unique organization—a fiduciary 
institution which owes to its customers 
and the whole public the highest degree 
of good faith and the most rigidly eth- 
ical conduct. Therefore it is only nat- 
ural and wise that it should go slowly 
in adopting modern methods which, 
while above reproach in themselves, 
have been used by enterprises not al- 
ways so fastidious. 


“The responsibility rests upon trust of- 
ficers to make their companies sales- 
minded, to make them more attractive to 
clients, and more sensitive to the clients’ 
estate problems—in short, to make the 
trust company appear to the public eye 
as a human institution, made up of peo- 
ple, not bricks and mortar. 


“The life insurance representative has 
become—must become—a social engineer. 
He is worthy of his hire. I have never 
heard any widows or dependent children 
criticizing that representative who sold 
their husbands or their fathers the liv- 
ing income which continued after he had 
gone. 
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Personnel Changes in Trust Institutions 


CALIFORNIA 


Los Angeles—JAMES J. HUNTER, vice 
president and cashier of the Bank of Cali- 
fornia National Association, has been ele- 
vated to the position of president, succeed- 
ing CHARLES K. McINTOSH, who was 
made chairman. HERBERT V. ALWARD, 
vice president, was chosen cashier. 


San Francisco—A. J. GOCK, Vice-Chair- 
man of the Board of the Bank of America 
National Trust & Savings Association (head 
office San Francisco, Cal.) and at present 
Manager of the California-Montgomery of- 
fice in San Francisco, was appointed head 
of a new public relations department on 
December 14. 


CONNECTICUT 


Middleton—The Middleton National Bank 
has elected CLYDE O. FISHER, a direc- 
tor, vice president. LEONARD B. MARK- 
HAM, formerly cashier, has been elected 
vice president. He retains the title of 
cashier. 


GEORGIA 


Atlanta—JOHN K. OTTLEY relinquish- 
ed the presidency of the First National 
Bank of Atlanta after having been with the 
bank for 48 years. He is now chairman of 
the ‘board. JAMES D. ROBINSON, execu- 
tive vice president, has been elevated to the 
position of president. R. CLYDE WIL- 
LIAMS, vice president, has been elected 
executive vice president and SAMUEL J. 
FULLER and FREEMAN STRICKLAND, 
assistant vice-presidents, have been promot- 
ed to vice presidents. 

Atlanta—DOUGLAS M. ROBERTSON 
and WILLIAM S. WOODS, of the Trust 
Co. of Georgia, advanced from assistant 
vice presidents to vice presidents. W. 
CHESTER MARTIN has been appointed 
assistant treasurer. He has been employed 
by the company since 1930 when it acquired 
the Atlanta Savings Bank with which he 
was connected. 

ILLINOIS 

Chicago—HAROLD E. FOREMAN, exe- 
cutive vice-president of the American Na- 
tional Bank & Trust Co. was advanced 
to the position of senior vice president. 
JAMES H. CLARKE was named assistant 
vice president. 


Chicago—WILLIAM W. O’BRIEN of 
the First National Bank of Chicago, has 
been promoted from assistant secretary to 
assistant vice president in the trust de- 
partment. CARL E. SCHIFFNER, assist- 
ant vice president, has been elected vice 
president of the loaning department. 
FRANK G. GUTHRIDGE has been elevat- 
ed to the position of vice president from 
assistant manager and JOHN A. OVER- 
LOCK was made assistant cashier. 


Chicago—A number of changes were 
made at the year end in the official fam- 
ily of Chicago 
Title and Trust 
Company. 
GEORGE GIL- 
LETTE, for 
many years 
general coun- 
sel of the com- 
pany, was 
made advisory 
counsel, and 
was succeeded 
by HAROLD 
L. REEVE. 
HAROLD A. 
MOORE, ad- 
ministrative 
officer was 
elected vice 
president. 
Other new ap- 
pointments to 
t he official 
staff include 
JON BD. 
BINKLEY, 
RODERICK 
A. METTE 
and GIFi‘ORD 
N. HOLDEN 
as assistant 
secretaries; 
PHILIP E. 
MOHR, as as- 
sistant treas- 
urer; RICH- 
ARD L. PHE- 
LAN, trust 
counsel; L. D. 
McKENDRY, manager real estate and mort- 
gage department; BEN L. DALL, ROY A. 


HAROLD L. REEVE 
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HOLMES, CHARLES J. POSE and K. L. 
VAN SICKLE, as assistant real estate of- 
ficers; HAROLD F. YEGGE, mortgage of- 
ficer, WILLIS MONFORT, chief account- 
ing officer; FRED H. RIECHERS, auditor. 
KENNETH W. MOORE, office manager 
and PAUL P. PULLEN, new business of- 
ficer. The following retirements are an- 
nounced: MISS WINIFRED McGEE re- 
tires after thirty-seven years with the 
company. LEO RAPP, assistant treasurer, 
retires after thirty-six years, and E. C. 
BACKETT, vice president, retires after 
eighteen years with the company. 


INDIANA 


Evansville — FRANK SCHWEGMAN, 
executive vice president of the Peoples Sav- 
ings Bank, has been advanced to the presi- 
dency, to succeed the late JAMES T. 
WALKER. He will retain his position of 
executive vice president. 


Fort Wayne—The Lincoln National Bank 
& Trust Co. announces the promotions of 
CLYDE E. FLOWERS, ERIC A. BAADE 
and MARK V. OVERMYER, from assist- 
ant cashiers to vice presidents. Mr. Over- 
myer has supervised mortgage loans under 
the Federal Housing Act. 


IOWA 


Dubuque—DAN W. ERNST, prominent 
in Iowa banking circles, was appointed 
executive vice president of the American 
Trust & Savings Bank. Mr. Ernest was 
associated for five years with the Chicago 
agency of the Reconstruction Finance 
Corp. 


LOUISIANA 


New Orleans—John Legier, president of 
the American Bank & Trust Co. announced 
the following changes in the personnel: 
WILLIAM N. LONQUE, auditor and 
FRANK P. GANUCHEAU, cashier, were 
named assistant vice presidents; HAROLD 
MISCHLER, central teller and JOHN ROB- 
ERTS, head of the Discount Department, 
became .assistant cashiers. 


MASSACHUSETTS 


Boston—At a meeting of the Board of 
Directors of the State Street Trust Com- 
pany, held Jan. 17, all officers were re- 
elected and WALTER E. DOW, Jr. and 
THOMAS H- LEWIS were elected Assist- 
ant Treasurers. Mr. Dow has had expe- 
rience in various departments of the bank. 
and since 1932 has been connected with the 
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Credit Department. Mr. Lewis was with 
the National Union Bank when that institu- 
tion was merged with the State Street 
Trust Company in 1925 and has had long 
training in both the Auditing and Foreign, 
as well as other Departments of the bank. 
He is now at the Union Trust Office, 24 
Federal Street, Boston. 


Boston—NORMAN W. STRICKLAND 
was made assistant trust officer of the Na- 
tional Shawmut Bank. ROY H. BOOTH, 
JR., LAWRENCE H. MARTIN, EDWARD 
S. STIMPSON and WILBUR WHITTE- 
MORE have been appointed assistant cash- 
iers. 


MICHIGAN 


Detroit—CHARLES T. FISHER, JR., 
former director of the R. F. C., recently 
resigned as State Banking Commissioner, 
to become president of the National Bank of 
Detroit, succeeding WALTER S. Mc- 
LUCAS, who was made Chairman of the 
Board and chief executive officer. JAMES 
INGLIS, former board chairman, retired 
from that responsibility, which he assumed 
in 1933 with the understanding that he was 
to serve only until the new bank was estab- 
lished. He will continue as director. 


MINNESOTA 


January 4, 


Minneapolis — Effective 
THOMAS H. HODGSON, trust examiner of 
the Federal Reserve Bank, was appointed 


assistant counsel. He will continue his 
duties as trust examiner. 


Minneapolis—The following changes were 
made in the personnel of the First National 
Bank & Trust Co.: STANLEY BEZOIER, 
cashier and ARTHUR H. QUAY, assistant 
cashier, advanced to vice presidents; C. B. 
BROMBACH and HENRY VERDELIN 
were chosen assistant vice presidents; 
JOHN H. McGEAN, assistant cashier was 
promoted to the position of cashier and B. 
V. MOORE, vice president was named vice 
chairman of the Trust Committee. 


Winona—The Winona National & Sav- 
ings Bank has announced the promotion of 
W. F. QUEISSER, cashier and trust offi- 
cer, to executive vice president, succeeding 
the late L. D. Allen. JOHN AMBROSEN, 
asistant cashier has been advanced to cash- 
ier. 


MISSOURI 


St. Louis—O. H. MOBERLY resigned 
from the position of Commissioner of 
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Finance, in charge of the State Banking 
Department to become president of the Jef- 
ferson Bank & Trust Co. R. WALDO HOLT, 
cashier of the Bank of Louisiana, succeed- 
ed Mr. Moberly. 


St. Louis—FELIX E..GUNTER, vice 
chairman of the Board of the First National 
Bank, has resigned to devote his time to 
personal affairs. Mr. Felix has devoted his 
entire career to banking. 


Springfield—HARRIS K. HOBLIT, form- 
erly executive vice president of the Citizens 
Bank, was elected president of the South- 
ern Missouri Trust Company, succeeding 
W. L. Cowden, who retired from that of- 
fice because of impaired health. Mr. Cow- 
den, however, is chairman of the board. 


NEBRASKA 


Omaha — The United States National 
Bank has elected H. M. BUSHNELL, exe- 
cutive vice president to the office of pres- 
ident, succeeding GWYER T. YATES, who 
was made chairman. ELLSWORTH MOS- 
ER was advanced from the vice president 
to executive vice president and director. 
Mr. Bushnell has been with the bank for 
the past 20 years, occupying various offces. 
He was trust officer. 


NEW HAMPSHIRE 


Manchester — ARTHUR M. HEARD, 
President of the Amoskeag National Bank, 
was elected chairman of the board, a newly 
created post. H. ELLIS STRAW, cashier, 
was elected vice president, to succeed Willis 
B. Kendall, who resigned. MAARSTON 
HEARD, assistant cashier, was made vice 
president and cashier. 


NEW JERSEY 


Atlantic City—The Margate Trust Co. 
elected WILMER J. HOUPT, second vice 
president, to vice president, succeeding the 
late John Risley. 

Camden—JAY KNOX, assistant trust of- 
ficer of the First Camden National Bank & 
Trust Co., has been promoted to trust of- 
ficer. MAUDE C. LAWRINSON and JOHN 
J. BANNON were elected assistant trust 
officers. 


Jersey City—Directors of the First Na- 
tional Bank of Jersey City announced that 
HERBERT S. CROFT was named assistant 
trust officer, and LLOYD CLARKSON and 
AVERY ROBINSON were. appointed as- 
sistant cashiers. 

Long Branch — WALTON SHERMAN, 
formerly chairman of board of the Long 
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Branch Banking Co., was elected president, 
to succeed WILLIAM HENDRICKSON, 
JR., resigned. JAMES R. MOUNT, Mayor 
of the City, and vice president of the bank 
was made chairman. MARTIN McCUE 
was chosen vice president. 


Morristown—MISS EDITH L. GRIF- 
FITH, assistant trust officer of the Amer- 
ican Trust Company has also been appoint- 
ed assistant secretary. 

Newark—HENRY A. MAHL has been 
elected vice president of the Lincoln Na- 
tional Bank. 


Newark — MRS. MERY KUSSEY was 
elected to the position of director of the 
West Side Trust Company, and is the first 
woman to hold such a post in that city. 
Mrs. Kussey is the widow of Meyer Kussey, 
organizer of the bank and its president 
when he died in 1928. 


New Brunswick — The New Brunswick 
Trust Co. has named CHARLES W. METZ- 
GER to a new position, that of assistant 
treasurer. 


Orange — FRANK J. MURRAY, state 
comptroller and president of the Orange 
First National Bank has been elected chair- 
man of board. RAYMOND RILEY, exe- 
cutive vice president was advanced to the 
presidency and WILLIAM HOWE DAVIS, 
counsel, is now vice president. 


Paterson—JOSEPH C. COTELLESSA, of 
the National Union Bank of America, was 
advanced from assistant cashier and trust 
officer to vice president and cashier, suc- 
ceeding Kenneth L. Jones, resigned. Dr. 
ARCHIBALD F. GRAHAM was elected to 
a newly created vice presidency. 


NEW YORK 


Buffalo—THOMAS R. DWYER has been 
elected vice president and director of the 
Liberty Bank of Buffalo, and will assume 
his new duties about February 15. Mr. 
Dwyer was president of the First National 
Bank & Trust Co. of Rochester until its 
merger with the Lincoln-Alliance Bank & 
Trust Co., when he became vice president 
of the latter institution. 


New York—Guaranty Trust Company 
announces the appointment of WILLIAM 
S. LaPORTE as an Assistant Treasurer. 


New York—ERIC J. GLUCKSTADT, as- 
sistant vice president of the New York Trust 
Co. has been elected vice president. 


New York—Following a meeting of the 
Board of Directors of the Bank of the Man- 
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hattan Company, F. Abbot Goodhue, presi- 
dent, announced the promotion of ALBERT 
F. HOEHL and CURTISS C. GROVE from 
assistant cashiers to assistant vice presi- 
dents. 


New York—Directors of the Bank of New 
York and Trust Company annuonced the fol- 
lowing appointments: LEWIS P. CARMER 
and WILLIAM B. LOERY, vice presidents. 
Mr. Loery will retain his present position 
as secretary. L. M. TOWNSEND and 
WILLIAM YOUNG, Jr., assistant vice 
presidents; ARTHUR AUSTIN, LOUIS C. 
OWENTS, Jr. and H. MASSIE SMOOTH, 
assistant treasurers and ALFRED T. AL- 
LIN, assistant secretary. 


New York—At a meeting of the board of 
directors of The Chase National Bank, 
COLE J. YOUNGER was elected a vice 
president of the bank; CHARLES CAIN, 
Jr.. MARCUS E, CONRAD and SHELDON 
R. GREEN, formerly second vice presidents 
were elected vice presidents; EDWARD 
BARTSCH, FRANK E. BREMNER, for- 
merly assistant trust officers, JOHN J. 
SCULLY and EDWIN R. WILLIAMS, for- 
merly assistant cashiers, were named sec- 
ond vice presidents. OSCAR ARMBRUS- 
TER and ELMER I. PHILLIPS, Jr. were 
appointed assistant cashiers; J. FRANK 
HONOLD and WILLIAM E. HORTON, 
were named assistant trust officers. FRAN- 
CIS E, ANDREWS, formerly assistant man- 
ager of the Lombard office was appointed 
manager of the London branch. 

New York—Directors of the City Bank 
Farmers Trust Co., at a recent meeting, 
elected the following: JOHN L. TURNBULL 
and CHARLES C. JORDAN, vice presi- 
dents; M. SCOVELL MARTIN, formerly 
assistant trust officer, trust officer; CROS- 


CHAS. C. JORDAN 


J. L. TURNBULL 
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BY T. SMITH, assistant trust officer and 
G. WARFIELD HOBBS, 3d, assistant sec- 
retary. 


New York—The Board of Trustees of 
Central Hanover Bank & Trust Co. recent- 
ly elected HUBERT B. CHAPPELL a vice 
president. Mr. Chappell who has been as- 
sociated with the institution since 1920, will 
have charge of the London office, which is 
expected to open for business about March 
1. - The following appointments in the per- 
sonnel were also announced: ERNEST AL- 
LEN, HOYT AMMIDON, ALFRED K. 
FRICKE and HARRY S. JOHNSON as as- 
sistant secretaries; EDWIN W. BARRETT 
and BARRETT W. STEVENS as assistant 
treasurers and JOHN W. ACKLEY Jr. as 
assistant manager of the foreign depart- 
ment. 


New York—At a recent meeting of the 
board of directors of the Empire Trust Co., 
GEORGE B. ST. GEORGE was elected a 
vice president. , 


New York—Guaranty Trust Company an- 
nounced the appointment of A. HARVEY 
BATTEN and THEODORE V. KRUCKEL 
as assistant secretaries. 


New York—At a meeting of the board 
of directors of Manufacturers Trust Co., 
WILFRED WOTTRICH, formerly assistant 
trust officer, was elected a trust officer, and 
PERCY M. HALL, in charge of the Indus- 
trial Credit department was elected an as- 
sistant vice president. 

New York—The board of directors of the 
Sterling National Bank & Trust Co. an- 
nounced the following promotions: WIL- 
LIAM R. YORKSTON, formerly assistant 
trust officer, was named trust officer and 
S. L. THENEN, assistant vice president 


WILFRED WOTTRICH 
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has been appointed vice president in charge 
of the Foreign Department. 


Syracuse—CARL H. MAAR, in charge of 
the credit department of the Lincoln Na- 
tional Bank & Trust Co. has been elected a 
vice president, and DONALD F. BUECH- 
NER, an assistant cashier, both newly cre- 
ated positions. 


Tarrytown—ROBERT A. PATTESON, 
president for forty-three years of the Tar- 
rytown National Bank & Trust Co., resigned 
to become chairman of the board. Mr. Pat- 
teson has been succeeded by JEROME 
BRADLEY of Dobbs Ferry as president. 
GEORGE -F. EDELMANN was made assis- 
tant to the president. 


Utica—CHARLES W. HALL of the 
Oneida National Bank & Trust Co., ad- 
vanced from executive vice president to 
president, succeeding G. ALBERT NILES, 
who continues as chairman of the board. 
Mr. Hall started with the bank as messen- 
ger 20 years ago. 


OHIO 


Cincinnati—EDWARD A. SISSON was 
appointed investment adviser and trust 
counselor of the Second National Bank. 


Cincinnati—-GEORGE C. COORS, vice 
president of the North Side Bank & Trust 
Co. has been elected president, to succeed 
the late Edgar Cummings. CHARLES H. 
DHONALU, a director, was elected vice pres- 
dent. 


Cleveland—WILBERT J. O’NEILL for- 
mer vice president in charge of the trust 
department of the National City Bank of 
Cleveland, has opened law offices in this 
city. Mr- O’Neill will devote 
his major time to the law of 
property, wills, trusts, es- 
tate administration, taxa- 
tion, and corporate organi- 
zation. His past experience 
gained as an operating trust 
man will aid him materially 
in the fulfillment of his task. 

OREGON 

Portland—C. C. COLT, 
vice president and a director 
of the First National Bank 
for the past thirteen years, 
retired on January 1. Mr. 
Colt was president of the 
Oregon Bankers Association 
in 1933. 


WILLIAM R. YORKSTON 


TRUST COMPANIES 


PENNSYLVANIA 


Bethlehem—FREDERICK G. RADLEY, 
trust officer of the First National Bank and 
Trust Company, has resigned to become 
City Controller, to which office he was re- 
cently elected. 


Uniontown—ROBERT J. ARNETT, vice 
president and cashier of the Second Na- 
tional Bank, has been elected president, to 
succeed the late James R. Cray. EDWARD 
HAMER, assistant cashier, was advanced 
to vice president and was also elected a 
director of the bank and CLARENCE T. 
MOYER, assistant cashier, made cashier. 


SOUTH CAROLINA 


Columbia—The promotion of JAMES J. 
ROBB from assistant vice president to vice 
president of the South Carolina National 
Bank at its Columbia office was announced 
by B. M. Edwards, executive vice president 
of the institution. 


TEXAS 


Houston—E. P. STALLINGS, for many 
years cashier of the South Texas Commer- 
cial National Bank, has also been elected 
vice president. ARTHUR TRUM was ap- 
pointed assistant trust officer and assistant 
eashier. Mr. Trum is in the class of ’38 at 


the Graduate School of Banking and had 
been assistant to the trust officer. 


Houston—At the First National Bank. R. 
L. TILLY was named assistant cashier. 

Houston—NEWTON WRAY of the Sec- 
ond National Bank was made assistant trust 
officer. 


VIRGINIA 


Richmond—H. HITER HARRIS was re- 
cently appointed executive vice president of 
the First and Merchants Na- 
tional Bank. When the Mer- 
chants National Bank was 
consolidated with the First 
National Bank in 1926, under 
the present name, Mr. Har- 
ris was elected assistant 
cashier; in 1930 he was elect- 
ed vice president; in 1934, a 
vice president and in 1935 a 
director. J. PHILIP COLE- 
MAN was appointed assis- 
tant vice president. In Feb- 
ruary, 1937, Mr- Coleman 
was made assistant treasurer 
of the bank, with the special 
duty of handling loans 
through the eastern and 
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southern districts, with which territory he 
was thoroughly familiar. 


WEST VIRGINIA 


Wheeling—J. A. Ventolo has resigned as 
trust officer of the Union Savings Bank & 
Trust Co., Steubenville, O., to become asso- 
ciated with the Dollar Savings & Trust 
Company. 


WISCONSIN 


Sheboygan—HUGO KAEMS of the Bank 
of Sheboygan, was recently elected senior 
trust officer. 


Trust Institution Briefs 


Phoenix, Ariz.—The First National Bank 
of Arizona at Phoenix has consolidated with 
the Phoenix National Bank. The new in- 
stitution was chartered First National Bank 
of Arizona, Phoenix, with capital stock at 
$550,000 and surplus at $550,000. 


Phoenix. Ariz.—The First National Bank 
of Arizona has been authorized to open a 
branch office in the City of Yuma. 


Washington, D. C.—Earl G. Jonscher, as- 
sistant trust officer, American Security and 
Trust Company, has been appointed chair- 
man of the Trust Law and Legislation Com- 
mittee of the Fiduciaries Section of the Dis- 
trict of Columbia Bankers Association. 


Boise, Ida.—The Idaho First National 
Bank has bought the Wallace Bank & Trust 
Co., Wallace, Ida. The latter institution 
had deposits of $3,500,000. 


Springfield, Ill.—The First National Bank 
and the First Trust & Savings Bank were 
merged on December 22 under the charter 
of The First National Bank of Springfield. 


Vincennes, Ind.—A_ new institution, the 
Security Bank & Trust Company, opened 
its doors on January 4. It has $100,000 
capital and $25,000 surplus. Richard A. 
McKinley, former Director of the State 
Department of Financial Institutions, is 
president. 


Boston, Mass.—The directors and stock- 
holders of the Banca Commerciale Italiana 
Trust Co. of Boston, Mass., have decided to 
place the company in voluntary dissolution. 


Stoneham, Mass.—The Middlesex County 
National Bank of Everett, Mass., has been 
authorized to maintain a branch in the 
town of Stoneham, Mass. On the same 
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date, the capital of the institution was in- 
creased from $500,000 to $600,000. 

St. Louis, Mo.—The St. Louis Real Es- 
tate Company has been granted a charter 
to serve as a fiduciary institution. Capital 
is $200,000 and paid in surplus $20,000. 

The trust company is for the purpose of 
serving in a professional capacity owners 
of real estate who need management, pro- 
fessional advice and a corporate fiduciary 
which deals primarily with the legal, eco- 
nomic and managerial phases of real es- 
tate. The new Company will have only 
five Directors. In addition to J. Lion- 
berger Davis, Chairman of the Board, who 
is also President of the Lindell Real Estate 
Company, a large holding company of 
downtown business properties in St. Louis, 
and Chairman of the Board of the Security 
National Bank Savings and Trust Com- 
pany of St. Louis, Harland Bartholomew, 
City Planning Engineer will be vice-chair- 
man of the Board; Delbert S. Wenzlick, 
who with his brother, Roy Wenzlick, found- 
ed ‘Real Estate Analysts, Inc., several 
years ago and who is recognized as one of 
the leading students as well as a practical 
manager of real estate properties, will be 
the President. Boyle O. Rodes of W. H. 
Markham & Co., insurance brokers, who is 
a Director of the Mississippi Valley Trust 
Company and of the Security National Bank 
Savings and Trust Company, and J. Sydney 
Salkey, of the law firm of Salkey & Jones, 
who is Secretary of Kline’s, Inc., a Director 
of the Security National Bank Savings and 
Trust Company, and an expert in real es- 
tate law, will be the other members of the 
Board. The personnel will consist largely 
of the staff of the Wenzlick Sales & Man- 
agement Organization, Inc., with which or- 
ganization the new Trust Company has 
made a cooperative arrangement for the 
year 1938. 

Since the retirement from the real estate 
field of the Mortgage Trust Company and 
the St. Louis Real Estate Mortgage Trust 
Company, there has been no corporate fidu- 
ciary in St. Louis specializing in and con- 
fining its activities to the study, manage- 
ment and administration as trustee of real 
property interests. Mr. Davis has stated 
that he is turning over to the new Trust 
Company substantial real estate interests of 
his own and that many others are consider- 
ing the new Trust Company as agent and 
trustee for interests of theirs. The new 
company will charge fees based upon the 
character and extent of service believing 
that it is unfair to adhere to flat rates, but 
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that the compensation for services rendered 
should depend upon the character and extent 
of such service. 


Madison, N. J.—Oscar H. Merz, vice presi- 
dent of the Fidelity Union Trust Company, 
Newark, has been appointed to serve as a 
trustee of Drew University. The election 
was in line with the wishes of the late Len- 
ox S. Rose, under whose will the university 
was designated principal beneficiary, that 
an officer of the Fidelity Union Trust 
might at all times be a duly elected member 
of the Board of Trustees of Drew. 


Newark, N. J.—Frank E,. Quinby, vice 
president and trust officer of the Howard 
Savings Institute, has been with that insti- 
tution for fifty years. Mr. Quinby joined 
the bank upon his graduation from high 
school and has since advanced through all 
grades and is now a member of the Board 
of Managers. 


Albany, N. Y.—The National Commercial 
Bank and Trust Company has been author- 
ized to open a branch in the Village of Alta- 
mont. 


Port Washington, L. I., N. Y.—The Port 
Washington Bank & Trust Co. has acquired 
the First National Bank & Trust Co. at 
Manhasset and the Harbor National Bank, 
and will operate both as branches. Chester 
H. Benedict is trust officer of the institu- 
tion. 


Syracuse, N. Y.—Plans have been approv- 
ed to increase the capital stock of the First 
Trust & Deposit Company from $1,620,000 
to $5,164,938. 


Cleveland, O.—Consent of 85,000 deposi- 
tors and stockholders of the Union Trust 
Co. of Cleveland, which has been in liquida- 
tion since 1933, has been recommended by 
S. H. Squire, Ohio superintendent of banks, 
to a plan to reorganize its affairs into a new 
bank to be named the Union Bank of Com- 
merce. 


Application has been made to the Com- 
mon Pleas Court of Cuyahoga County for 
approval of the plan and a hearing has been 
set for February 3. The proposal has al- 
ready been unanimously endorsed by a group 
of 81 business, industrial and civic leaders 
of Cleveland. 


Tulsa, Okla.—Roy M. Huff, trust officer 
of the First National Bank and Trust Com- 
pany and one of the most active trust men 
in the Southwest, has been appointed lec- 
turer on Wills at the Tulsa Law School. Mr. 
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Huff has recently done notable work on a 
proposed bill for an Oklahoma trust code. At 
the present time the State Bar has a com- 
mittee working on the draft of the proposed 
bill which will be introduced to the legisla- 
ture in January 1939. 


Pa.—The Liberty Bank & 
Trust Co.. resumed commercial banking 
operations on Monday, January 17. Char- 
tered as the Liberty Trust Co. in 1919, it 
suspended commercial banking operations 
on July 30, 1932, in order to devote full 
time to liquidation of real estate mortgages 
held by its trust department, against which 
guaranteed mortgage certificates had been 
issued. 


Allentown. 


Youngstown, Pa.—The Mahoning Nation- 
al Bank and the Mahoning Savings and 
Trust Company have been consolidated un- 
der the name of the former. the trust com- 
pany ceasing to do business as such. The 
new Mahoning National Bank will have 
deposits in excess of $14,000.000 and $16.- 
000,000 resources. 


Sioux Falls, S. Dak.—Three South Da- 
kota banks, the Citizens National Bank & 
Trust Co. at Sioux Falls, First National 
Bank in Huron. and First National Bank in 
Vermillion, all affiliates of the First Bank 
Stock Corp. at Minneapolis. Minn.. merged 
December 31 as the National Bank of South 
Dakota, with headquarters at Sioux Falls. 


Payallup, Wash.—The Seattle-First Na- 
tional Bank of Seattle has absorbed the Pa- 
yallup State Bank. Ray C. Gregory, for- 
mer cashier, will become manager. 


Seattle, Wash—The National Bank of 
Commerce absorbed the Columbia Valley 
Bank, Wenatchee, Wash. on January 3. A 
branch will be operated at Wenatchee. 


Spokane, Wash. — The Security . State 
Bank with deposits of $1,400,000 has been 
purchased by the Seattle-First National 
Bank. The bank will be operated as a 
branch under the same management. 

Tacoma, Wash.—The National Bank of 
Washington has been authorized to open a 
branch in the City of Bremerton. 

Yakima, Wash.The Yakima Valley 
Bank & Trust Co. has consolidated with 
Seattle-First National. Executive vice 
president F. W. Moe of the Yakima Valley 
Bank & Trust Co. announced the deal would 
be final when deferred certificate holders 
agree to the sale. 

Baraboo, Wis.—The Baraboo National 
Bank has been granted limited trust powers. 
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But—What Do The People Think? 


H. A. LYON, President, Lyon, Sturges & Co., Inc., 
New York City. Bankers Monthly, November 
1937. 


HE general subject of public relations 

received its greatest impetus in the his- 
tory of the country, during the years of de- 
pression. Such progress is gratifying, yet 
it essentially ignores the heart of public re- 
lations work. It is not necessarily good 
public relations to publicize policies and 
practices which have been arrived at, with- 
out a prior knowledge of the public reaction 
to those policies. 


In short, public relations is not solely the 
science of informing the public. It starts 
far back of that and brings to the deter- 
mination of policies and practices an influ- 
ence based upon a knowledge of the public’s 
attitude toward such matters. So far as 
banking is concerned, the policies of any in- 
stitution should be governed by public re- 
lations thinking. 

A bank, for instance, may install the very 
latest protective device of internal manage- 
ment, but of what interest is it to deposi- 
tors. 


Service 


It is not in the realm of the physical, 
however, that public opinion is bound to 
play such a large part; it is rather in the 
realm of service policies. 


Due regard for public opinion, however, 
will start the approach to a problem from 
the standpoint of what the public will think. 
It need not always be the general public. 
One public may be the officers and directors, 
another the shareholders, another the em- 
ployees, another local sources of business, 
competitors, and finally, the customers and 
prospects. 


It is no secret today, for instance, that 
financial institutions are faced in many 
communities with possible unionization of 
bank employees. The average banker may 
argue that he provides for his employees a 


certain assurance, decent wages, decent 
hours, and that indefinable satisfaction 
which is often associated in one’s mind with 
employment by a bank. 


Employees Viewpoint 


But approach it from the standpoint of 
the employee. Unlike many engaged in 
commercial ventures, it is improbable that - 
the average bank employee. will advance 
with any rapidity. It is somewhat unusual, 
to say the least, for bank employees to 
transfer from one institution to another. 
There have been intimations, as a matter 
of fact, that among banks in a given com- 
munity there is an unwritten agreement 
that they will not hire away from each 
other. 

Whether such an agreement exists or not 
is immaterial, in view of the fact that the 
hopes of promotion must lie pretty largely 
within the institution for which the em- 
ployee now works. In return for that, the 
employee is granted an income somewhat 
lower than the usual civil service employee’s 
income, and considerably less, measured by 
hourly or daily rates, than a great deal of 
skilled labor. 

It is the relatively rare institution which 
provides a pension plan for its employees 
and none that come to mind at the moment 
have any arrangement whereby profits may 
be shared. Long hours of work are by no 
means uncommon, particularly at certain 
seasons or at certain times of the month. 

As a general rule, it may safely be said 
that no agitator can find.an opportunity to 
use his persuasiveness effectively unless 
there is fundamentally a cause for dissatis- 
faction. To be sure, any personnel director 
will constantly be seeking those who can 
be safely advanced. Yet sometimes, those 
advances can be made grudgingly. Mean- 
while, those who are not advanced are little 
informed as to the policies and practices 
of the institution. 

There are an infinite number of matters 
which a little intelligent investigation will 
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prove of concern to shareholders in banks. 
Sporadic efforts have been made to induce 
shareholders to bring to the bank, business 
designed to enhance the profits of the enter- 
prise; but all too rarely, I believe, have 
shareholders been given sufficient informa- 
tion about the bank’s operation and its suc- 
cess to induce them to become active part- 
ners. 


a 


Solving an Estate Investment Prob- 
lem 
WILLIAM D. BLAIR, President, Falkland Prop- 


erties, Inc. Insured Mortgage Portfolio, Novem- 
ber 1937. 


N Silver Spring, Maryland, adjacent to 

Washington, D. C., is the housing de- 
velopment known as Falkland Properties. 
The first section of the development, pro- 
viding housing for 178 families, was com- 
pleted last spring and is now 100 percent 
occupied. The second section, which will 
contain 301 family units, is now under 
construction and is expected to be ready for 
occupancy next spring. 


A Problem in Land Utilization 
The Falkland project is essentially an 


attempt to solve a problem in land utiliza- 


tion. In recent years, with Washington ex- 
panding northward, Silver Spring has 
grown rapidly as a suburban community. 
A main traffic artery, Sixteenth Street, 
N.W., was improved to the edge of our 
property, and new boulevards running east 
and west cut through. The land had long 
since become unproductive as farm acreage, 
and although it continued to appreciate in 
value, mounting taxes and lack of earnings 
made it a considerable liability insofar as 
the estate income was concerned. 

Several possible solutions presented them- 
selves. One was outright sale of the land 
for cash. Another was sale of the property 
under a purchase-money mortgage to a real- 
estate developer. A third plan open to us 
was to develop the tract ourselves. 

We were not experienced in land develop- 
ment, however, and we knew that it or- 
dinarily involved considerable risk. Fur- 
thermore, we did not feel that the estate 
could afford to tie up the funds necessary 
to complete a development, and adequate 
mortgage financing appeared unobtainable. 

But cash offers for the tract were far be- 
low its actual value, and while the offers 
of little cash and much mortgage approx- 
imated what we regarded as fair value, 
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they would entail our loss of control of the 
land and at the same time subject us to 
the risks of development in the hands of 
others. 


Own Development Most Practical 


Weighing all these considerations, devel- 
opment of the tract ourselves appeared our 
most practical course. In studying how 
this might be accomplished we examined 
the experience of other estates which had 
developed land holdings either as exclusive 
residential areas or as subdivisions for mod- 
erate-priced homes. 

Meanwhile, the National Housing Act 
had been passed and the Federal Housing 
Administration established. We became 
familiar with the Administration’s insur- 
ance of loans to modernize houses, and 
with its insurance of mortgages on indi- 
vidual residential properties. 

The result is that we have transformed 
24 acres of land, which 2 years ago were a 
liability to the Blair estate, into a com- 
munity providing housing, completed or 
under construction, for 479 families. The 
rental income from the property, after sub- 
stantial allowances for vacancies and rent 
losses, is calculated to be sufficient (1) to 
cover the cost of operation, taxes, interest 
on the mortgages, and other charges inci- 
dental to the financing; (2) to retire the 
mortgage debt in approximately 26 years; 
and (3) at the same time to provide an in- 
come of some $30,000 a year for the hold- 
ers of the equity in the property. 

Details of how this development was made 
possible under the Federal Housing Admin- 
istration plan and how it was arranged 
were briefly as follows: 

After learning about the possibilities of 
insured mortgage financing for rental -hous- 
ing projects, we got in touch with what is 
now the Rental Housing Division of the 
Federal Housing Administration and laid 
our problem before it. 


Housing Situation Studied 


First, the whole housing situation in 
metropolitan Washington was canvassed, in 
the light of the complete and up-to-the- 
minute data assembled by the Administra- 
tion. Second, the advisability of a large- 
scale rental housing project in the northern 
suburbs was considered, in view of condi- 
tions then existent and those likely to de- 
velop during the next 20 to 30 years. These 
studies indicated that our proposed project 
was feasible and economically sound. 
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With this assurance we felt it safe to 
venture further. We organized Falkland 
Properties, Inc., with a small block of stock 
to our architect, Louis Justement, of Wash- 
ington, and another to B. L. Jackson, Inc., 
the general contractor. The remainder was 
retained by the estate. The land was trans- 
ferred to Falkland Properties and work was 
begun on detailed plans for a 178-apart- 
ment project, occupying approximately 10 
acres. Every detail was worked out care- 
fully and definitely, including the rental 
scale per room, with the active aid of the 
FHA technicians. 


Large Mortgage Loan Needed 


Total capitalization, including land and 
all improvements, carrying charges during 
construction, and cash to be reserved for 
working capital, was estimated at 
$1,100,000. While we had substantial funds 
available for financing the cash equity re- 
quirements, a large mortgage loan was 
needed in order to keep our other funds 
liquid. We approached the insurance com- 
pany which had agreed to finance the in- 
sured mortgage for Colonial Village. The 
reply was that Colonial Village was an ex- 
perimental investment and that it would 
consider further lending on this type of 


security only after this first development 
had proved a success as an income pro- 


ducer. Other insurance companies suffi- 
ciently large to finance our project appeared 
unwilling to make even an experimental in- 
vestment, and no bank large enough to 
handle the loan could be interested. 


In this extremity, we approached the 
RFC Mortgage Company. In presenting our 
case there, the Federal Housing Adminis- 
tration cooperated by making all its data 
on the project available to the Company 
and by demonstrating the grounds upon 
which it had adjudged the project econ- 
omically sound. Falkland Properties be- 
came the first rental housing project fin- 
anced by the RFC Mortgage Company 
through an FHA-insured mortgage. The 
loan amounted to $840,000. 


The first project was completed in the 
spring of 1937. Meanwhile; the Union 
Central Life Insurance Company had be- 
come interested in insured rental housing 
mortgages through contact with the Fed- 
eral Housing Administration. They had in- 
spected Falkland Properties and liked the 
project. They bought the mortgage at a 
premium. 
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The addition of 301 apartments, occupy- 
ing the remaining 14 acres of the tract and 
capitalized at $1,625,000, was finally agreed 
upon, and the Administration gave a ten- 
tative commitment to insure a mortgage of 
$1,225,000. We approached the Union Cen- 
tral Life Insurance Company directly on 
this loan, and while its general policy was 
to make no single mortgage loan for more 
than $1,000,000, it made an exception in our 
case because of the FHA insurance and be- 
cause of the way in which our first project 
had worked out. 

The equity in both projects, exceeding 
$650,000 at present, will increase monthly 
by reason of the fact that the scheduled 
monthly amortization payments will retire 
the debt at a much faster rate than the 
property will depreciate. Repairs, main- 
tenance, and replacements will be taken care 
of in the operating charges. From our 
present and prospective rentals, it is es- 
timated that not only will sufficient cash 
income be available, after all charges, to 
pay the limited dividends of some $30,000 
a year, but also that a substantial cash 
surplus will remain after dividend pay- 
ments to be applied to additional debt re- 
duction. 


Regulations Protect Owner 


True, under the FHA regulations, we 
have surrendered a measure of our control 
during the lives of the mortgages. But our 
experience indicates that those regulations 
are, on the whole, based on conservative 
operating policies, and therefore tend to 
protect the owner’s interest in the property. 

In the matter of rentals, I have no doubt 
that at present we could get considerably 
higher rents than we are allowed under 
FHA regulations. To an investment man- 
ager of an estate, however, this reduction 
in income is offset by the additional security 
which results from this policy. 


As to the FHA operating requirements, 
these are designed to keep the property in 
first-class condition and hence to maintain 
its appeal to the renting public. They bring 
housing operation into line with the policy 
followed in sound industrial enterprises; 

Finally, as to the matter of dividend limi- 
tation, we feel that the annual cash income 
allowed by the FHA on our equity invest- 
ment is adequate, especially in view of the 
fact that the cash dividends constitute only 
part of our real return from the property. 
Each year part of the rental income is ap- 
plied to debt retirement, so that when the 
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mortgage loans are paid off the full amount 
of the rental income now applied to inter- 
est, mortgage insurance premiums, and 
amortization will become available for divi- 
dend payments. With proper maintenance 
assured during the amortization period and 
with the expected appreciation of land 
value, we should have at the close of that 
period a property worth at least as much 
as it is today, free of all debt, and released 
from all regulation by the FHA. 

What more could the investment manager 
of an estate ask? We keep our original 
land investment. We convert it from a 
liability into an income-producing asset with 
prospects of steady income and appreciation. 
We find a safe investment for some of our 
liquid funds. We realize eventually a good, 
unencumbered, income-producing housing 


property. 


Movie of the West’s Oldest Bank 


Files of historical associations and mus- 
eums; pioneer diaries, memoirs and express 
company records; the mass of historical ma- 
terial assembled by Wells Fargo Bank in 
San Francisco bearing on the gold rush, 
gold shipments by steamer to Panama, and 
‘round the horn’ by clippers; records of 
highwaymen and what happened to them, 
“dead or alive’, combine to make the pic- 
ture “Wells Fargo”, released to first-run 
houses throughout the country on Decem- 
ber 29, one of the outstanding film epics on 
transportation, communication and banking 
of the Far West. 

Early in the scene appeared banking and 
express companies, among them in 1852 
Wells Fargo & Co. Stage lines were es- 
tablished and the mail and treasure car- 
ried east by clipper ship and steamer. Gold 
and exchange were bought and sold, depos- 
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its taken for a fee, and loan rates ran as 


high as 15%. 


The completion of the transcontinental 


railroad in 1869 closed the pioneer epoch 
and the picture. 
loan rates sank to more reasonable levels, 


Shipping was speeded up, 


depositors no longer paid for the privilege 
of depositing funds. 

Today in San Francisco the banking end 
of the business is still carried on by the 
Wells Fargo Bank, the oldest in the west. 
The express end in the United States, since 
the wartime merger, is part of the present 
Railway Express Agencies; in Mexico and 
Cuba it still operates as Wells Fargo ex- 
press- 


—<—<—<$_—_oQ—____. 
Florida Trust Meet 


The 1937 meeting of the Florida Bankers’ 
Association Trust Division was held at the 
Floridan Hotel, Tallahassee, on Nov. 16. 

In his report of the year’s activities, 
chairman R. E. McNeill of West Palm 
Beach, called attention to the passage of 
new laws on security against trust deposits, 
an act relating to trust administration, 
adoption of the Uniform Principal and In- 
come Act, the new investment laws and the 
law barring foreign fiduciaries. 

John Boushall of the First National Bank 
of Tampa gave a brief talk relative to the 
adoption and use of the booklet “Endowing 
Florida’s Future”, which booklet Rollins 
College, the University of Tampa and the 
Florida State College for Women are using 
to show where a person who is a resident 
of the State of Florida could, through tax 
saving, afford to make gifts to the various 
colleges and universities. These institu- 
tions, it was indicated, were willing to pay 
the cost of preparing such booklets and de- 
livering them to the various trust compan- 
ies for distribution to prospective Florida 
residents. It was agreed that this would 
be another approach to the Florida Inheri- 
tance Tax question and be a way to interest 
people in becoming residents of the State. 

The Chairman advised those present that 
the Spendthrift Trust Act which had been 
proposed at the last meeting of the Trust 
Division of the Florida Bankers’ Association 
had not been presented to the Legislature 
for the reason that the bill was so strenu- 
ously opposed by some prominent attorneys. 
The consensus of opinion seemed to be that 
there should be no attempted legislation un- 
less a bill more acceptable to everyone con- 
cerned could be worked out. 



















The Trust Officer’s Library 


Trust Companies Magazine will be glad to furnish, upon inquiry, 


information as to literature on trust and related subjects. 


Such re- 


quests should state whether detailed reference works are desired or merely 


brief discussions of the particular matter. 


The magazine will procure 


any books reviewed in these pages or others desired by readers.—Editor’s 


note. 


Living Trusts—Including Life Insur- 
ance Trusts 


GILBERT T. STEPHENSON, Director, Trust Re- 
search, Graduate School of Banking. F. S. Crofts 
& Co. Second Edition $4. 


Major changes in living trusts and life 
insurance trusts, during the decade since 
the first edition of this masterly exposition 
of the principles applicable to these phases 
of the trust, have necessitated this revision. 
As might be expected, the tax features of 
such trusts have undergone the most far- 
reaching changes, and consequently the en- 
tire chapter on this subject has been re- 
written. 

Despite this metamorphosis and the varia- 
tions in trust agreement forms which have 
been experienced, Mr. Stephenson is sur- 
prised by the fact that, “with all the eco- 
nomic and social upheavals of the past ten 
years, the basic needs for, the general pur- 
poses served by, and the underlying phil- 
osophy of living trusts, including life insur- 
ance trusts, remain constant.” 

The appendix, whose 200 pages constitute 
about two-fifths of the volume, includes 
chapters on “How Much Life Insurance 
Should A Man Carry?”, and forms of living 
trust, unfunded and funded life insurance 
trust agreements. 

This book will unquestionably add to a 
trust officer’s knowledge, and be of still 
greater value to the attorney interested in 
the drafting of these instruments. 


oo. 


Encyclopedia of Banking and Finance 


GLENN G. MUNN. Bankers Publishing Company. 
$12.00. 


This new, completely revised, one-volume 
edition of a work which for many years has 
been a valuable reference book, gives the 
gist of hundreds of books on every phase 
of banking and finance. 

The book contains a tremendous amount 
of organized information: clear explana- 


tions of over 3500 subjects; full texts or 
resumes of banking laws; much special mat- 
ter which the financial executive uses many 
times. 

Arranged alphabetically by subject, it 
thus provides an automatic index, and cross- 
referencing assures the reader of having 
access to all phases of his subject—and in a 
minimum of time. 


a 
The A.B.C. of Municipal Bonds 


LOUIS S. LEBENTHAL. Harpers. $1.50. 


The author has presented an easily read- 
able and oversimplified account of the main 
points of interest concerning municipal 
bonds. Among the topics briefly touched 
upon are: differences between municipal and 
corporate bonds, laws governing their is- 
suance, types of municipals, tax exemption, 
odd lot municipals, their. past record as a 
medium of investment and criteria for judg- 
ing them. The dearth of new issues other 
than municipals, in recent months, should 
make this small volume of interest to in- 
vestment analysts. 

Reviewed by Dr. Jules Backman 


ee 


The National Debt and Government 
Credit 


Twentieth Century Fund, Ine. $1.75. 


In this interesting study prepared by the 
Twentieth Century Fund, Inc., an attempt 
has been made: to define and analyze credit 
in general and government credit in parti- 
cular; to trace the relationship between gov-: 
ernment debt policies and credit in the 
United States as well as in foreign coun- 
tries; to portray the growth of the debt 
and expenditures of the United States gov- 
ernment and analyze them with respect to 
population, wealth and income, composition 
and ownership; to compare the relative bur- 
den of debt and expenditure since 1913 in 
the United States, United Kingdom and 
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France; to consider the possible dangers of 
accumulating further debts; and to envis- 
age the possibility of debt retirement in the 
coming decade. 

A special committee appointed by the 
Fund to inquire into the problem of govern- 
ment credit concluded that: 

“We do not regard either the large in- 
crease in the public debt or its present size 
as a cause for apprehension. The resources 
of the country are undoubtedly great enough 
to support the present debt. But a contin- 
uance of deficit financing, although neces- 
sary in the depths of a depression, would 
be both dangerous and unnecessary if car- 
ried into a period of recovery. For the na- 
tion to enter another period of deficit financ- 
ing without having reduced the present debt 
load might raise serious questions as to the 
ability of the government to maintain its 
credit.” 

Reviewed by Dr. Jules Backman 


a, 


How Profitable Is Big Business? 


Twentieth Century Fund, Inc. $2.00. 


The authors present the available data 
concerning the relative records of large vs. 
small corporations, emphasizing the rela- 
tionship between size, on the one hand, and 
certain evidences of profitability such as 
income and outgo, turnover of capital, and 
dividend records. Interesting analyses are 
also made concerning the profitability of 
large corporations for selected periods from 
1900 to 1935. One of the interesting con- 
clusions of this study is that: 


- large corporations that made profits made 
them at lower rates than small ones, while large 
corporations that lost money lost at lower 
rates than small ones. Bigness seemed to act as 
a stabilization factor. It tended to keep rates of 
profit and loss within a narrow range. Smallness, 
on the other hand, seemed to be a leverage factor 
which tended to cause wide swings.” (p. 159) 


Reviewed by Dr. Jules Backman 


a , 


Executive’s Data Book 
Prentice-Hall, Inc. $1. 


All that need be said about this vest-pock- 
et book is to list its contents and that it is 
surely worth its price: 

The surtax on a given income; the dates 
on which to pay installments under Title IX 
of the Social Security Act or when to file 
and pay the Capital Stock Tax; maps show- 
ing the location of certain cities and coun- 
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tries; a brief outline of the Law of Con- 
tracts; Important Facts about Cities; Tele- 
phone and Telegraph Information; Postal 
Information. Social Security Taxes and 
Table of Benefits; Calendars for 1937, 1938 
and 1939; Diary Pages for — Memos 
and Appointments. 


Legal Aspects of Real Estate 
Finance 


So impressed was the Chicago Title and 
Trust Company, Chicago, by the address, 
“Some Legal Aspects of Real Estate Fi- 
nance,” by Isaac S. Rothschild of the Chi- 
cago Bar delivered before the American Bar 
Association in September, that the trust 
company had the address printed in booklet 
form and distributed it to attorneys, invest- 
ors and others interested in the subject. 

Mr. Rothschild is a former member of the 
state legislature and now Chairman of the 
Committee on Mortgage Foreclosures of the 
Chicago Bar Association. 


Mr. Rothschild summarized as follows: 


“I advocate that trust deeds should be 
drawn definitely making the trustee trus- 
tee for the bondholders and definitely ex- 
cluding any responsibility of the trustee to 
the mortgagor and giving to the trustee the 
fullest powers to act both before and after 
default, including the right to purchase at 
foreclosure sale on behalf of all bondholders. 
Certain action should be authorized with- 
out approval of bondholders and in defined 
situations action by the trustee should be 
governed by the approval of a percentage 
of bondholders that seems ample in the par- 
ticular situation. Upon default under such 
an indenture, where necessary, bondholders’ 
committees should be formed and I can see 
no objection if the house of issue has a part 
in the formation of such a committee. Such 
a committee would serve as a check upon 
the trustee’s action. It would not have to 
perform the multiple functions that have 
heretofore been imposed upon such com- 
mittees. The personnel of the committee is 
of no importance so long as the persons are 
fitted to pass upon the many problems aris- 
ing and are men of integrity. They would 
be trustees for bondholders and would have 
imposed upon them the duties and responsi- 
bilities of trustees. In addition I believe 
that responsible houses of issue would be 
concerned in seeing that their. customers 
were well protected in realizing upon their 
security.” 
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The following attorneys, recognized authorities on fiduciary law, are collab- 
orating with Trust Companies Magazine to provide succinct digests of the most 
pertinent current decisions affecting fiduciaries. The case reports in the suc- 
ceeding section are selected and briefed at their discretion. 


CALIFORNIA: Walter L. Nossaman—Trust Counsel, Security-First National Bank of 
Los Angeles 

COLORADO: Montgomery Dorsey—Hughes & Dorsey, Denver 

CONNECTICUT: Allan K. Smith—Day, Berry & Howard, Hartford 

DELAWARE: Paul Leahy—Ward & Gray, Wilmington; Counsel, Delaware Trust Co., 
Union National Bank, Central National Bank, Industrial Trust Co. 

DISTRICT OF COLUMBIA:* Arthur C. Keefer—Attorney-at-law, Washington, D. C.; 
Professor of Real Property, Washington College of Law 

FLORIDA: Warren L. Jones—Fleming, Hamilton & Diver, Jacksonville; Counsel, 
Barnett National Bank 

GEORGIA: Pope F. Brock—Spaulding, Sibley, Troutman & Brock, Atlanta; Counsel for 
Trust Company of Georgia 

ILLINOIS: R. J. Frankenstein, Jr.—Chapman and Cutler, Chicago; Counsel, Harris Trust 
& Savings Bank 

INDIANA: William H. Krieg—Jones, Hammond, Buschmann & Gardner, Indianapolis; 
Counsel for Indiana State Bankers Association 

IOWA: Eugene D. Perry—Stipp, Perry, Bannister & Starzinger, Des Moines 

KANSAS: Marlin S. Casey—Counsel, Columbian Title & Trust Company, Topeka 

KENTUCKY: Squire R. Ogden—Gordon, Laurent, Ogden & Galphin, Louisville 

LOUISIANA: John M. Wisdom—Wisdom & Stone, New Orleans 

MAINE: Carroll S. Chaplin—Chaplin, Burkett & Knudsen, Portland 

MARYLAND: J. Crossan Cooper, Jr.—Venable, Baetjer & Howard, Baltimore 

MASSACHUSETTS: Guy Newhall—Attorney-at-law, Lynn; Reporter and Lecturer for 
Corporate Fiduciaries Assn. of Boston 

MICHIGAN: George B. Shaeffer—Shaeffer and Dahling, Detroit; Counsel for Union 
Guardian Trust Company 

MINNESOTA: James E. Dorsey—Junell, Fletcher, Dorsey, Barker & Colman, Minne- 
apolis; Counsel for First National Bank & Trust Company, Minneapolis 

MISSOURI: Robert Neill, Jr—Thompson, Mitchell, Thompson & Young, St. Louis; 
Counsel for Mercantile-Commerce Bank and Trust Co. 

NEBRASKA: Frank D. Williams—Hall, Cline & Williams, Lincoln 

NEW JERSEY: J. Fisher Anderson—Counsellor-at-law, Jersey City; Counsel, New 
Jersey Bankers Association 

NEW YORK: David Kelly—Mitchell, Taylor, Capron & Marsh, New York; Counsel for 
City Bank Farmers Trust Company 

NORTH CAROLINA: Irving Carlyle—Manly, Hendren & Womble, Winston-Salem 

OHIO: Raymond T. Sawyer—Counsel, The Cleveland Trust Company, Cleveland 

OKLAHOMA: J. C. Pinkerton—Associate Counsel, First National Bank & Trust Co., 
Tulsa 

OREGON: Earl S. Nelson—Griffith, Peck & Coke, Portland 

PENNSYLVANIA: R. M. Remick—Saul, Ewing, Remick & Saul, Philadelphia 

RHODE ISLAND: Colin MacR. Makepeace—tTillinghast, Collins & Tanner, Providence 

TENNESSEE: Charles C. Trabue, Jr.—Trabue, Hume & Armistead, Nashville 

TEXAS: Robert Ring—Counsel, Houston Land & Trust Company, Houston 

VIRGINIA: Ellsworth Wiltshire—Wiltshire & Rives, Richmond 

WASHINGTON: Charles T. Donworth—Donworth, Paul & Donworth, Seattle; of 
Counsel for Seattle Trust & Savings Bank 

WISCONSIN: Ralph M. Hoyt—Fawsett, Shea & Hoyt, Milwaukee 

PROVINCE OF ONTARIO, Canada: T. D’Arcy Leonard, K.C.—Leonard & Leonard, 
Toronto 

PROVINCE OF QUEBEC, Canada: Brooke Claxton—Stairs, Dixon & Claxton, Montreal 


*Includes U. S. Supreme Court and Board of Tax Appeals reports. 





Fiduciary Decisions 


Assets — Administration: Executors 
and Administrators Duties—Debts 
Due Estate—Right of Retainer 


Missouri—St. Louis Court of Appeals 
Studer et al. vs. Harlan, 109 S.W. (2d) 687. 


Partition suit in which it appeared that 
the real estate in question had been devised 
in equal shares to the four children of 
testatrix, subject to the specific provision 
contained in the will that any moneys ad- 
vanced on account of a particular son-in- 
law should be deducted from his wife’s 
share of the estate. During pendency of 
suit, W. N. H. purchased the undivided 
one-fourth interest of the devisee, Maud 
Young, at a trustee’s sale under a deed of 
trust. Maud Young was indebted to the 
estate on her note for $900 which note 
had been pledged by the payee, testatrix, 
with the St. Charles Savings Bank as col- 
lateral security for her own note. When 
the pledgee bank discovered that, for some 
undisclosed reason, it had failed to present 
its claim on the notes against the testa- 
trix’ estate within the year provided by 
the Missouri Administration Law, it charg- 
ed the amount of the note off on its books 
as a loss, and turned the Maud Young note, 
which it held as collateral, over to the exe- 
cutors of the estate of the deceased, who 
subsequently filed a supplemental inven- 
tory, charging themselves with the $900 
note. The trial court held that Maud 
Young’s share in the proceedings of the 
partition should be charged with the 
amount of her note, to-wit, $900 and the 
balance remaining paid to Harlan, her suc- 
cessor in interest. From this judgment, 
Harlan appealed and it was HELD: 


1. That when the pledgee bank charged 
the decedent’s notes off on its books as a 
loss, it had no further right to retain the 
collateral note, but was duty bound to 
return the same to the executors of the 
pledgor’s estate. 

2. That as the testatrix’ will did not re- 
lease or remit the debt owed by Maud 
Young, the executors were under a duty 
to collect same by action at law, or upon 
the theory of equitable retainer by charg- 


ing the amount of same against the 
maker’s share of the estate. 

3. That the amount of the note should 
be charged against Maud Young’s distrib- 
utive share of the personal state before 
being charged against her share of the 
proceeds of the partition of the real estate. 

The discount department should note 
that this case holds that if it charges off 
a pledgor’s indebtedness, it has no right to 
retain the collateral securing same. The 
trust department should note that if the 
deceased’s indebtedness has been charged 
off on the creditor’s books, it is under a 
duty to reclaim the collateral security and 
enforce same if it is in the form of notes. 


——_9 ———————— 


Assets—Protection—Duties of Trus- 
tees In Regard To Fire Insurance 
—Basis for Amount 


Massachusetts—Supreme Judicial Court 
Kingsley v. Spofford; 1937 A. S. 1587. 


The trust estate consisted wholly of an 
inn, comprising old-fashioned buildings and 
a considerable amount of land, with some 
furniture used in the inn. The life tenants 
objected to the trustee’s account on the 
ground that the trustee carried too much 
fire insurance and paid too high premiums. 
The trustee carried insurance on the basis 
of the replacement cost as well as it could 
be estimated by contractors. This was con- 
siderably higher than the actual market 
value of the buildings. 

HELD: Considering the nature of the 
trust and the fact that the testator desired 
the property preserved for his posterity the 
trustee was justified in insuring the prop- 
erty for what in his judgment it would cost 
to replace the buildings, even though the 
premiums were large and cut into the in- 
come of the beneficiaries. The trustee act- 
ed in good faith, and trustees are not held 
responsible for errors in judgment unless 
the errors are such as to show either that 
they acted in bad faith or failed to exercise 
sound discretion. 

Ordinarily the cost of fire insurance, like 
other current expenses of the trust, is 
chargeable to income. 


124 
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Bar Relations — Unauthorized Prac- 
tice of Law—What Constitutes 


Ohio—Supreme Court 


JUDD et al, Appellee vs. THE CITY TRUST 
AND SAVINGS BANK et al, Appellant, 133 O. S. 
81. 


In a recent action instituted by certain 
practicing lawyers against certain state 
banking and trust companies, a permanent 
injunction was sought to enjoin and re- 
strain the defendants from practicing law. 
The first question involved, as stated by the 
Court, was: 


“‘Are state banks in Ohio, having trust powers, 
engaged in the unauthorized practice of law, when, 
through regularly employed and salaried officers 
and employees who are generally attorneys at law 
admitted to practice in Ohio, they prepare and 
draft wills, trust agreements and contracts for 
their customers and patrons, in which instruments 
the banks are named in fiduciary capacities ?” 


The court’s finding thereon is in part as 
follows: 

“There can be no doubt that the drawing 
of wills and trust agreements for others, 


especially as a confirmed occupation, consti- - 


tutes the practice of law to an important 
degree. Their preparation requires a con- 
siderable knowledge of the law, and in- 
cludes the imparting of legal advice to their 
creators. When a testamentary disposition 
of property is made by such instruments, 
they must, if unrevoked, be administered, 
and sometimes interpreted, by a court of 
proper jurisdiction. 

“Furthermore, when an _  attorney-em- 
ployee of a trust company prepares legal 
documents of the character denoted for the 
patron or customer of the corporation, the 
latter is deprived of the offices of an inde- 
pendent legal counselor; patently the alle- 
giance of the attorney-employee is to his 
employer. * * * ” 


“It follows that the first question pro- 
pounded calls for an affirmative answer, i.e., 
when state banks in Ohio, having trust 
powers, pursue the practices described for 
their customers and patrons, they are en- 
gaged in the unauthorized practice of law. 
Of course, this would preclude them from 
representing by advertisements or other- 
wise that they possess the privilege of en- 
gaging in such practices. 

“It should not be inferred from anything 
we have said that the attorney for a testa- 
tor or settlor may not confer with the bank 
through its officers and attorneys on any 
matter of mutual interest having to do with 
the appointment of the banks as a fiduciary. 
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Nor do we mean to say that the bank is 
precluded from stipulating the terms under 
which it is willing to undertake the execu- 
tion of the trust.” 

The second question for decision, as stat- 
ed by the Court, was: 

“When state banks in Ohio, having trust 
powers, have been appointed fiduciaries and 
are acting as such, and have duly admitted 
attorneys at law in their regular employ on 
a salary basis, and those attorneys draft 
legal papers incident to the administration 
of the trusts and appear in the Probate 
Court and other courts for and on behalf 
of the banks as such fiduciaries, are the 
banks engaged in the unauthorized practice 
of law?” 


And its finding thereon is stated in part 
in the following language: 


“As previously noted, trust companies are 
empowered by law to act as fiduciaries. 
Such right is not disputed. In performing 
the legal phases of that business, attorney-* 
employees are acting for their employers. 
They are engaged in an occupation directly 
connected with their employers’ authorized 
undertaking. They are not acting for 
others, except as others may be incidental- 
ly affected. The trust company is then 
doing its own recognized business through 
lawyers of its own selection. Whether they 
are salaried employees within the organiza- 
tion, or outside lawyers, receiving a fee for 
their services, is therefore not important in 
such a situation. See Hanson vs. Federal 
Land Bank of Omaha, 63 S. D., 622, 628, 
262 N. W., 228, 231; in re Kelsey, 186 App. 
Div., 95, 100, 173 N. Y. Supp., 860, 863, 37 
N. Y. Cr. Rep., 299. 

“If those interested in an estate, such as 
beneficiaries or creditors, are dissatisfied 
with the manner in which the fiduciary is 
proceeding, they are at liberty to employ 
independent counsel of their own choice to 
protect their interests. A variety of statu- 
tory remedies is available to them.” * * * 

“We are therefore constrained to answer 
the second question asked in the negative.” 

a, 
Distribution — Husband and Wife — 
Effect of Antenuptial Contract on 
Gift Inter Vivos 


Minnesota—Supreme Court 
Berg v. Berg, 275 N.W. 836. 


Action involving an effort to cancel and 
annul an antenuptial agreement and also 
involving certain properties given by the 
husband to the wife. 
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After considering the facts in detail the 

court held: 

(1) Before any inference of undue in- 

fluence may be drawn from the fact 
that the donee is the spouse of the 
donor, it must also appear that such 
donee stood in a relation other than 
the ordinary intimate, or even af- 
fectionate, relation existing between 
them. It must be shown, in addition, 
that the donee occupied a position 
to dominate the donor, or exert an in- 
fluence over him by virtue of being 
entrusted with donor’s business af- 
fairs. 
The right of one spouse to accept 
by gift inter vivos, or take under the 
will of the other spouse, is not af- 
fected by an antenuptial agreement 
between them, except where it is 
found that by such gift or agreement 
it was intended that there be satis- 
faction or ademption thereof. 


a 


Distribution — Right of Devisee of 
Property Specifically Devised to 
Exoneration Against Encumbrance 


California—District Court of Appeal 
Estate of Matthiessen, 91 Cal. App. Dec. 521. 


Maude Matthiessen, in 1932, made her will 
devising certain real property, with furni- 
ture, etc., to her husband, leaving residue 
to Maude’s sister, Mabel, who was appoint- 
ed executrix. Subsequently, and before tes- 
tatrix’ death, she executed mortgage on this 
property. Executrix paid out of rents from 
the property the installments of principal 
and interest maturing on mortgage during 
administration. On final accounting court 
held rents not properly so applied and that 
residuary estate should be charged with 
payment of mortgage in exoneration of the 
specifically devised property. Specific de- 
visee held entitled to rents collected by ex- 
ecutrix. On appeal by residuary legatee, 
decree affirmed. Probate Code, Section 78, 
provides: 

“Neither a charge or encumbrance placed by 

a testator upon property disposed of by his will, 
for the purpose of securing the payment of money 
or the performance of any covenant or agreement, 
nor a conveyance, settlement, or other act of a 
testator, by which his interest in any such prop- 
erty is altered, but not wholly divested, is a revo- 
eation of the disposal; but the property, subject 
to such charge or encumbrance, or the remaining 
interest therein, passes by the will.” 


HELD: (1) It was not legislative intent 
by this statute to change law existing prior 
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to Probate Code (formerly Civil Code Secs. 
1302 and-1303) under which it had been held 
(Estate of Woodworth, 31 Cal. 595) that 
where a mortgage debt is personal debt of 
testator, specific devisee of the mortgaged 
property is entitled to exoneration against 
mortgage out of residuary estate. 

(2) Estate being solvent, court correctly 
ordered rents collected by executrix to be 
paid to specific devisee. 

(3) In absence of uncertainty or am- 
biguity, testatrix’ intent as to whether mort- 
gage should be paid from residuary estate 
must be gathered from will unaided by ex- 
trinsic evidence. 


————0 
A Correction 


Distribution—Future Interests (Cal.) 

In the note appended to the abstract of 
Estate of Wallace, appearing at page 759 
in the December issue, the introductory sen- 
tence was omitted, making it somewhat un- 
intelligible. The first paragraph of the 
note should read: 

NOTE: Vested or contingent character 
of gift seems to depend on whether there is 
present gift to beneficiary, with possession 
or enjoyment or both postponed, or to a 
trustee who is required to take some fur- 
ther action, as, for example, to distribute 
or to deliver or pay over fund to bene- 
ficiary upon certain contingencies. Cases 
falling within first category, namely inter- 
ests vested, are Estate of Yates, 170 Cal. 
254; Estate of Budd, 166 Cal. 286; Williams 
v. Williams, 73 Cal. 99; Estate of Reith, 
144 Cal. 314; Estate of Backesto, 71 Cal. 
App. 409. 


SS 


Distribution—Representation — Con- 
struction of Legacy — “Immediate 
Heirs” 


Province of Quebec—Court of Appeal 
Meredith v. Meredith, 63 K. B. 341. 


E. M., a widow, left the residue of her es- 
tate “to be divided equally between my 
brothers and sisters or their immediate 
heirs including my sister Edith’s family, and 
between my husband’s C. M.’s nieces and 
nephews (immediate heirs).” The estate 
was thus divided into two halves, one of 
which went to her own family and the other 
to that of her late husband. There was no 
dispute as to the first half, but the present 
action was brought on stated facts to de- 
termine how the second half should be dis- 
tributed. 
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The defendants were all the surviving 
nieces and nephews of C. M., and the plain- 
tiffs were certain grand-nephews and grand- 
nieces, children of a predeceased nephew 
and a predeceased niece. The plaintifs 
contended that they were entitled to share 
with the defendants (the nieces and ne- 
phews) in the second half of the estate. 

HELD: The plaintiffs were not entitled 
to share with the defendants. The words 
“nieces and nephews (immediate heirs)” 
did not constitute a class in which represen- 
tation could be allowed.. Art. 937 of the 
Civil Code says in part “representation does 
not take place, unless the testator has or- 
dained that the property shall pass in the 
order of legitimate successions.” E. M. had 
not followed the order of intestacy, for 
there was a surviving brother of C.M. who 
would have taken on intestacy. 

The words “(immediate heirs)” can not 
be construed as meaning the intestate heirs 
of C. M., because T. M. was an intestate 
heir and would exclude his sons, who were 
“nieces and nephews.” 

“(Immediate heirs)” in the bequest of 
the second half of the estate should not be 
given the same meaning as “immediate 
heirs” in the bequest of the first half to the 
testatrix’s own family. The disjunctive 
words “or their” which precede the expres- 
sion, coupled with the express mention of 
the descendants of a predeceased sister 
(Edith) exclude this. 

“Nieces and nephews” does not include 
grand-nieces or grand-nephews. 

The words in brackets were used to de- 
scribe and limit the expression “nieces and 
nephews” so that there could be no ques- 
tion of more remote persons being included 
in the class, even by representation. 

— QQ 
Distribution: Life Insurance—Prem- 
iums Paid With Community Funds 

—Necessity of Wife’s Consent to 

Change Beneficiary. 


Washington—Supreme Court 


Occidental Life Insurance Co. v. Powers, 92 Wash. 
Dec. 425, Dec. 6, 1937. 


Although this case does not deal with a 
life insurance trust, it is of interest to fidu- 
ciaries making life insurance trusts in com- 
munity property states, showing the neces- 
sity of getting the wife’s signature to the 
trust agreement where premiums are paid 
out of community property. 

Mr. Powers purchased a life insurance 
policy, naming his wife as beneficiary, re- 
serving the right to change the beneficiary 
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without the consent of the wife. The orig- 
inal cost and all premiums were paid with 
community funds. During the life of the 
policy Mr. Powers changed the beneficiary 
from his wife to his mother and his secre- 
tary, one-half to each, without the consent 
of his wife. On his death, both his sur- 
viving wife and the new beneficiaries 
claimed the proceeds of the policy. The Life 
Insurance Company paid the money into 
court and interpleaded the claimants. 

HELD: That the change of beneficiary 
without the consent of the wife was void. 
Under the Washington cases cited by the 
Court, although the husband.is the manager 
of the community personal property and 
has the sole control thereof, except that he 
cannot devise more than half, the wife has 
a vested interest. The husband cannot 
give away substantial amounts of commun- 
ity personal property without the wife’s 
consent. This rule is applied to insurance 
upon which premiums are paid out of com-- 
munity funds. The husband could change 
the beneficiary to secure a loan for the 
benefit of the community, but cannot change 
the beneficiary without the wife’s consent 
for a purpose not for the benefit of the 
community. The Court raised a querie as 
to whether a change of beneficiary, even 
with the wife’s consent, would be binding 
in the absence of some consideration for 
her consent. Four Judges dissented. 

It would seem to result from this case 
that a husband in a community property 
state in setting up a life insurance trust of 
insurance policies of which the premiums 
are paid out of community property, should 
secure the wife’s signature to the life in- 
surance trust indenture, consenting to the 
terms of the trust, especially if the trust 
is wholly or partly for beneficiaries other 
than the wife. 


ee 


Distribution—Liability of Subdivision 
Trustee to Purchaser in Event of 
Rescission—Effect of Payment to 
Beneficiary, Prior to Bringing Suit, 
Of Moneys Sought to be Recovered 


California—Supreme Court 


Weiner v. Roof, 95 Cal. Dec. 18,—Cal. 
(Dec. 29, 1937). 


(2d)— 


Plaintiff bought lot from Farmers and 
Merchants National Bank as trustee under 
subdivision trust and made certain pay- 
ments thereon. Subsequently, and before 
the contract price was paid in full, contract 
was assigned by trustee bank to Citizens 
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National Trust and Savings Bank (appar- 
ently the latter Bank succeeded Farmers 
and Merchants as trustee). Plaintiff re- 
scinded contract for fraudulent representa- 
tions, obtaining judgment for $3,800 
against Roof, beneficiary of subdivision trust 
and for $1,890 against Citizens Bank, this 
amount representing total sums received 
by it from plaintiff under sale contract. 
Judgment as against Citizens Bank re- 
versed. 

HELD: (1) Applying doctrine of Speck 
v. Wilie, 1 Cal. (2d) 625; 36 Pac. (2d) 618, 
innocent principal contracting with an- 
other may relieve himself of liability in 
deceit for fraud of agent but is nevertheless 
subject to suit for rescission on part of 
defrauded party whereby latter may re- 
cover sums actually paid to principal pur- 
suant to the contract rescinded. 

(2) Since rule above stated is ground- 
ed on unjust enrichment, trustee bank 
should be afforded opportunity to show that 
prior to assertion of claim by plaintiff it 
had paid over to beneficial owner the money 
paid to it under the contract. Such show- 
ing will disclose that trustee, innocent party 
to the fraud, has not been unjustly en- 
riched and will preclude entry of judgment 
against it. 

NOTE: Above case, whichds one of first 
impression in California, lays down im- 
portant rule, particularly in subdivision 
trusts and indicates that in any case where 
subdivision trustee has been innocent of 
fraud and where contract of sale has nega- 
tived responsibility for statements other 
than those contained therein, trustee may 
not be held liable to purchaser asserting 
right of rescission where proceeds of sale 
have been in good faith paid over to bene- 
ficiaries of trust prior to assertion of claim. 


——— a 


Distribution: Will Construction—At- 
taining Majority by Marriage — 
Vesting of Remainders 


Iowa—Supreme Court 
Boehm v. Rohlfs. Nov. 23, 19837—276 NW 105. 


Testator’s will after making general 
legacies payable from cash assets of the 
estate, directed that his real estate and the 
remainder of his personal assets be kept 
intact, the net income therefrom innuring 
to the benefit of his sister Maggie during 
her life, and after her death “all said por- 
tion of my estate *** I give and bequeath 
to my nephew Harry *** providing he has 
reached his majority.” Harry outlived the 
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testator but died thereafter, not having at- 
tained 21 years of age but having been mar- 
ried. In a suit in equity for construction 
of the will, three questions were present: 

(1) Whether Harry reached his majority 
by his marriage within the meaning of the 
term as used in the will. 

(2) Whether the remainder to Harry was 
vested or contingent. 

(3) Whether the general legacies were 
a charge on the real estate. 

The court held: é 

(1-a) Under the Iowa law, minors attain 
their majority by marriage. 

(1-b) Under the Minnesota law (where 
the parties were married) this marriage 
was valid although voidable because the par- 
ties to it were below certain ages. 

(1-c) The Iowa law governs the question 
as to when majority is attained, the real 
estate being in Iowa and that being also 
the state of the testator’s domicile. 

(2-a) The law favors vested remainders 
and unless a remainder clearly appears to 
be contingent, it will be presumed to vest 
on the death of the testator. 

(2-b) The remainder to Harry vested in 
him on the death of the testator, no be- 
quest ever having been made. 

(2-c) The surrounding circumstances pur- 
suaded the court that the testator’s intent 
was that Harry take the fee subject only to 
the life estate of Maggie, but that actual 
possession should be deferred until he at- 
tained his majority. 

(3-a) The general legacies are no charge 
on the real estate, the will expressly pro- 
viding that they are payable out of the cash 
assets of the estate. 

re) 


Drafting—Wills—Doubt as to Testa- 
mentary Intention 


Texas—Court of Civil Appeals 
Shiels vs. Shiels; 109 SW 2nd—112. 


Testator, one of a class of about 150 can- 
didates for Scottish Rite Cermonial was 
required along with them to make a will 
before he could be initiated. He was told 
“it was necessary to make a will in taking 
these degrees.” Testator protested, saying 
he did not want to make a will, that he 
had nothing to make a will for. He was 
told he could revoke the will or withdraw 
it after he had finished the ceremony 
through fourteen degrees. He filled in a 
blank form of a will furnished him in the 
lodge room which was duly witnessed in 
testamentory form and which left his es- 
tate to his mother. 
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Probate of the will was contested by wife 
for the reason that though the instrument 
was in form a will, there was no testa- 
mentary intent on the part of the maker 
at the time of his execution. 

The Court of appeals reversed and re- 
manded the case holding that the circum- 
stances surrounding the execution of the 
will were such as to leave in doubt the 
question of whether he executed it with the 
intention that it be his will or for some 
other purpose and that the question should 
have been submitted to a jury. 


a 


Powers—Limitations—Ability of Sole 
Owner to Define Functions of Cor- 
poration in Will 


Utah—tThird District Court 


Tracy Loan & Trust Co. v. Sherrig et al. 
ported. 


R. T. Porte, the founder of the Porte 
Press & Porte Publishing Company, in Salt 
Lake City, successful printing and publish- 
ing concern, left a will which, after mak- 
ing provision for his family, left in trust a 
certain part of his share ownership of 
said two corporations for the benefit of 
employees of the two companies who were 
in service on the date of his death. The 
will was admitted to probate and Tracy Loan 
& Trust Company was appointed executor 
thereof. After due probate proceedings, 
distribution of the trust corpus was made 
to the Trust Company as testamentary trus- 
tee. A series of complex and unique ques- 
tions arose as to the proper meaning and 
interpretation of the will insofar as it per- 
tained to the trust. The trustee thereupon 
filed a plenary action on the Civil side of 
the District Court asking for a construction 
and interpretation of the trust provisions 
of the will. All of the employees of the two 
companies, who were beneficiaries, were 
made defendants and brought before the 
court, as were also members of the Porte 
family. After hearing the court entered 
its decree construing the will. 

The case is unique because of the nature 
of the two primary questions involved. The 
first pertained to the power of sole owner 
of a corporation to limit the functions of 
its Board of Directors by his will. The 
court negatived such power in the testator 
and thereby left the Boards of these two 
companies free to control their affairs un- 
der the corporation law. 

The second question revolved about de- 
veloping a practical formula for distributing 


Unre- 


both dividends and the corpus to the em- 
ployees inasmuch as the will itself was 
ambiguous as to this feature. The court 
took cognizance of the testator’s intention 
as evidenced by the face of the will that 
loyalty, length of services and efficiency of © 
employees should be rewarded. There has 
been no appeal from the decree of the nisi 
prius court. 
(Courtesy of W. S. Emms, 


trust officer, Tracy 


Loan & Trust Co., Salt Lake City.) 
ee 


Real Property — Deeds — Conditions 
Subsequent—Right of Reentry for 
Condition Broken 


California—Supreme Court 


Parry v. Berkeley Hall School Foundation, 95 Cal. 
Dec. 1,—Cal. (2d)—, Dec. 27, 1937). 


Rodeo Land and Water Company convey- 
ed land to trustee for subdivision with Berk- 
eley Hall School Foundation, purchaser of 
the land, as beneficiary. Trustee was au-. 
thorized to sell at specified prices. Certain 
amount went to Rodeo Company, balance to 
Foundation. Deed from Rodeo Company to 
trustee bank contained various restrictive 
provisions in form of conditions subsequent 
with right of reentry, including one pro- 
hibiting use of property for purpose of sell- 
ing intoxicating liquors. Declaration of 
trust provided all lot sales should be sub- 
ject to those conditions and required trustee 
to reserve to itself for benefit of Foundation 
right of reentry for breach of such condi- 
tions. Plaintiff bought three lots, the deed 
containing these conditions and reserving 
right of reentry. Plaintiff’s lessee sold li- 
quor on premises, and on threat of Founda- 
tion that it would exercise right of reentry 
plaintiff brought present suit to quiet title 
against rights asserted by Foundation. The 
latter by cross-complaint sought enforce- 
ment of condition by compelling reconvey- 
ance of land to it. Judgment for defendant 
on its cross-complaint declaring forfeiture 
of title and awarding damages against 
plaintiff in amount of rental value of prop- 
erty unlawfully used, affirmed. 


HELD: Right of reentry for breach of 
condition subsequent is not estate in rever- 
sion but is merely right or power to termin- 
ate estate of grantee and retake property 
if there is breach of condition. Successive 
grantors may reserve rights of reentry for 
breach of conditions subsequent imposed by 
them respectively, which conditions may be 
identical or different. Each grantor has 
power to terminate estate which he granted 
upon breach of any condition he imposed. 
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Real Property — Irrevocable Trust — 
Effect of Sale Contract 


Iowa—Supreme Court 


Beemer v. Challas. Nov. 23, 1937—276 NW 70. 


Grantor conveyed real estate to trustees 
to hold and manage, paying the net income 
to the grantor for life and after his death 
to A and B, his grandsons, equally, until 
the younger grandson attained the age of 
25 years, when trust was to terminate and 
title vest absolutely in A and B provided 
they were free from debt; but if either A 
or B was financially involved, the trust was 
to continue as to one or both of the grand- 
sons at the discretion of the trustees. 

Thereafter the grantor agreed to sell the 
property to Challas, who paid a part of 
the purchase price. After the grantor’s 
death, Challas obtained a quit claim deed 
from A. This suit was brought by the 
trustees to quiet title to the real estate in 
themselves. 

The court held: 

(1) Although A’s quit claim deed trans- 
ferred to Challas all his interest, the orig- 
inal conveyance in trust was irrevocable, 
leaving in the grantor no right to revoke 
or transfer title by a subsequent convey- 
ance. Challas acquired no rights by rea- 
son of his contract with the grantor. 

(2) The provisions in the deed giving the 
trustees absolute management and control, 
requiring payment of the net income to A 
and B, and giving them a discretion to con- 
tinue the trust if either A or B became fi- 
nancially involved, makes it apparent that 
a spendthrift trust was created. 

(3) Challas acquired no rights under A’s 
quit claim deed because A had no present 
rights to convey. 

(4) The question is moot at the present 
time as to whether A’s quit claim deed 
would give Challas a right to an undivided 
half of the fee at the termination of the 
trust. 

——_—_—_ 9 


Taxation—Inheritance — Payment of 
Taxes Not A Necessary Condition 
Precedent to Continuance of Suit 


Province of Quebec—Court of Appeal 
Desrochers and Laramee v. Desrochers, 63 K. B. 
352. 


E. D. sued M. D. on a note. M.D. died 
before the hearing, leaving her husband, 
L., and two minor children as her universal 
legatees. L. petitioned the court to be al- 


lowed to continue the suit as defendant both 
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personally and as tutor to his minor chil- 
dren. The Quebec Succession Duties Act 
provides: 

- no transmission of any property belonging 
to any deceased person at the time of his death 
shall take place, nor shall any transfer thereof 
be valid, nor shall any title therein or thereto 
vest in any person .. .’’ unless the duties have 
been paid. 


The plaintiff relied on Cardinal v. Lange- 
vin, 59 K. B. 357, in which it was held that 
heirs could not continue the suit of a de- 
ceased plaintiff unless it was alleged and 
proved that the duties had been paid, and 
urged that the petition should be dismissed 
on the ground that it was not alleged in the 
petition that succession duties had been 
paid, 

HELD: The petition should be granted 
and the legatees should be allowed to con- 
tinue the case without having to allege or 
prove payment of the duties. The Cardinal 
case was distinguished on the ground that 
in it there was something to be recovered, a 
right to be exercised, which might enhance 
the estate, whereas in this present case the 
heir is only endeavouring to prevent a dim- 
inution of the estate. 

The court also adopted the argument 
(which was not used in Cardinal v. Lange- 
vin) that the heir should not be compelled 
to pay the succession duties until he found 
out whether the estate is worth accepting 
and he can only find this out by taking up 
the instance in order to determine the pend- 
ing suit, the result of which may substan- 
tially affect the value of the estate. 


0 


Taxation—Estate and Inheritance— 
Remainder interest subject to a 
general power of appointment held 
presently taxable on assumption 
that donee will exercise power in 
favor of stranger. 


Illinois—Supreme Court 


People v. Estate of James C. Curtis. 
officially reported.) 


(Not yet 


Curtis left a will giving the residue of 
his estate in trust, disposing of the income 
and providing that upon the death of the 
last survivor of the income beneficiaries 
the trustee should convey the trust estate 
in accordance with any valid provisions 
with reference thereto contained in the last 
will and testament of a niece. There was 
no gift in default of appointment. After 
deducting the annuity and life interests in 
income, the value of the remainder was 
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fixed at $892,150.70. The inheritance tax 
was assessed upon this remainder interest 
upon the supposition that the niece would 
exercise her power of appointment in favor 
of a stranger to the blood of the testator 
under Section 25 of the Inheritance Tax 
Act. The estate appealed to the Supreme 
Court. 

HELD: The tax was properly assessed. 
At the time of the amendment of subsec- 
tion 4 of section 1 of the Inheritance Tax 
Act in 1933, the decision of the Illinois Su- 
preme Court in People v. Linn, 357 Ill. 220 
had not been rendered and there existed in 
New York a decision of the Surrogate 
Court, which had been affirmed by the Ap- 
pellate Division of the Supreme Court, in- 
volving similar facts, where it was held 
that a tax could be assessed in the donor’s 
estate. (In re Davison’s Estate, 236 N.Y. 
Supp. 437. Affirmed 245 N-Y. Supp. 731.) 
Thus it seems reasonable to assume that 
the Illinois Legislature intended that the 
law concerning the taxing of remainders 
subject to power of appointment that 
existed in New York (from which the 
amendment was adopted) should obtain in 
Illinois and that regardless of the assump- 
tion indulged in by the taxing authorities 
the tax should be payable upon the death 
of the donor. 


\ 


Taxation — Inheritance: Contingent 
Interests Payable Out of Corpus of 
Trust—Wills, Construction—Prop- 


erty Acquired on _ Foreclosure 


Treated As Personalty 


California—Supreme Court 


Estate of Strong, 94 Cal. Dec. 735.—Cal. 
(Dec. 20, 1937). 


Strong died 1933, leaving will giving 
$5,000.00 legacy to Lacey, also creating 
trust of certain real property to pay income 
to Hattie Strong, with remainders to Hat- 
tie’s issue, if any, and if none a certain 
interest therein to Lacey. Decree of dis- 
tribution provided Lacey should be reim- 
bursed for inheritance tax on her contingent 
interest, which had been deducted from 
$5,000.00 cash legacy. Decree affirmed. 

HELD: Executrix not having appealed 
from part of Decree ordering inheritance 
taxes on like contingent interests paid out 
of corpus could not complain that Lacey 
was accorded similar treatment; and fur- 
ther, that under 1921 Inheritance Tax Act, 
tax imposed on interests or estates which 
are dependent upon contingencies whereby 


(2d)— 


they may be defeated are payable forthwith 
by executors or trustees out of property 
transferred, which in this case was property 
distributed under trust above referred to. 

HELD FURTHER that under clause of 
will, proividing that if after paying debts 
there remained in estate notes and mort- 
gages or other interest-bearing securities 
in amount in excess of $5,000, that sum 
should be transferred to a trustee for 
Burns, mortgages constituting part of es- 
tate and foreclosed by executrix were to be 
considered as mortgages notwithstanding 
foreclosure, and Burns entitled to legacy 
although at time of distribution securities 
of classes mentioned remaining in estate 
were less than $5,000. 

NOTE: Sec. 8 (3) of 1935 Inheritance 
Tax Act expressly requires tax on remain- 
der interests to be paid out of corpus and 
prohibits collection of tax from beneficiar- 
ies. 

a 


Taxation—Inheritance: Rate As De- 
pendent On Agreements Extrinsic 
To Will Determining Beneficial 
Ownership of Property Passing at 
Death 


California—Supreme Court 


Estate of Rath, 94 Cal. Dec. 7565.—Cal. 
(Dec. 21, 1937). ’ 


In 1934 Rath and wife entered into writ- 
ten agreement whereby wife agreed to will 
certain real property to husband if he sur- 
vived her, he agreeing to devise said prop- 
erty or such portion thereof as has not 
been consumed during his life for his sup- 
port and livelihood, to wife’s nephews. Wife 
died 1935, leaving will devising all property 
to husband. He died five months later, de- 
vising to wife’s two nephews the real 
property above referred to. Order fixing 
inheritance tax taxed devise to wife’s 
nephews in husband’s will at rates applica- 
ble to strangers. Executors appealed, con- 
tending that by virtue of 1934 agreement 
between Rath and wife, former had only 
life estate with power to consume principal 
for his support, with remainder to wife’s 
nephews. Order fixing inheritance tax re- 
versed. 

HELD: MHusband’s beneficial interest 
was limited to his life, and under 1934 con- 
tract*he was trustee for wife’s nephews 
who would have had right in equity to 
establish such trust as against husband’s 
heirs or as against other devisees if he had 
made disposition in violation of contract. 


(2d)— 
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Court in fixing inheritance taxes is not lim- 
ited to considering only legal interests pass- 
ing under will or by intestate succession but 
may take cognizance of trusts depending 
upon valid extrinsic agreements through 
which persons entitled to beneficial enjoy- 
ment of property are determined. Court 
cites as supporting its decision: People v. 
Tombaugh, 1386 N. E. 453 (Ill.); People v. 
Schaefer, 107 N. E. 617 (Ill.); Re Mom- 
ney’s Estate, 207 Pac. 1389 (Utah); Winn 
v. Schenck, 110 S. W. 827 (Kentucky) ; and 
as contra, holding that court would not look 
beyond terms of will in assessing tax: re 
Edson, 56 N. Y. Supp. 409, affirmed 54 N. 
E. 1092; re Kane’s Estate, 218 N. Y. 131; 
Trustees of Amherst College v. Ritch, 45 
N. E. 876, 894. 
JO 


Wills—Partial Revocation—Attempt- 
ed Change Through Interlineation 


California—Supreme Court 


Estate of Martens, 94 Cal. Dec. 738.—Cal. (2d)— 
(Dec. 20, 1937). 


Martens executed will giving estate to 
son and daughter and appointing Rocco exe- 
cutor, and in event he could not act then 
Sherer. Later, at Martens’ request, his 
son-in-law drew line through words ap- 
pointing Rocco and providing for alternative 
appointment of Sherer, substituting by in- 
terlineation his daughter and son as exe- 
cutors, signing memorandum at bottom of 
will to effect that he had made change 
above mentioned. On Martens’ death, Rocco 
having declined to act, Sherer filed petition 
for letters testamentary, which was opposed 
by decedent’s daughter and son who sought 
appointment as administrators c.t.a. Or- 
der appointing Sherer as executor reversed. 

HELD: Under Probate Code providing 
that “no written will nor any part thereof 
can be revoked or altered otherwise than: 
* * * (2) by being burned, torn, cancelled, 
defaced, obliterated or destroyed, with the 
intent or for the purpose of revoking the 
same, by the testator himself or by some 
person in his presence and by his direction,” 
the act of son-in-law of decedent at latter’s 
request in drawing line through words ap- 
pointing executor, proved by two witnesses 
as required by Sec. 74, revoked provisions 
of will relating to appointment of executor. 
Attempted appointment of son and daugh- 
ter as executors ineffective for lack of 
proper execution. Daughter and son en- 


titled to appointment as administrators 
e. t. a. 
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Wills—Probate—What part husband 
takes in wife’s estate consisting 
solely of personalty upon renounc- 
ing her will. 


Illinois—Appellate Court 
In re Estate of Judd, 292 Ill. App. 563. 


Testatrix left a husband and no children 
surviving. Husband renounced will and 
claimed one-half of estate. Probate and 
Circuit Courts ruled in his favor. Bene- 
ficiaries under will claimed husband entit- 
led only to one-third of estate. 

HELD: The amendment of 1927 to Dower 
Act provided for an interest of a surviving 
spouse in personal property in all cases ex- 
cept where the deceased spouse died inte- 
state and irrespective of whether or not the 
decedent has real estate. Amendment was 
apparently adopted to cure defect in law 
set forth in Clark v. Hanson, 320 Ill. 480. 
Husband therefore entitled to one-half of 
estate on renunciation. 


) 
Wills—Probate: Contests—Costs 


Missouri—St. Louis Court if Appeals 


McCrary et al. vs. Michael et al., 109 S.W. (2d) 
50. 


The brothers and sisters of W. M. F 
brought suit to contest the paper purport- 
ing to be W. M. F.’s last will and testa- 
ment, by the terms of which he had left 
all his estate to M. McC. The jury in the 
circuit court gave its verdict for the de- 
fencants, proponents, and the paper was 
duly established as the last will and testa- 
ment of the deceased, W. M. F. The trial 
court in entering its judgment establishing 
the will, provided therein: 

“That the costs of this suit proceed to be paid 
out of the assets and effects of the estate of Willis 


M. Frizzell, deceased, now in the hands of Henry 
W. Neuwoehner, as executor.” 


The total costs amounted to $114.30, of 
which $67.85 was for depositions taken on 
behalf of the contestants. When the mo- 
tion to modify the judgment was over- 
ruled, the proponents appealed to the St. 
Louis Court of Appeals, which 

HELD: That costs of a suit to contest a 
will should be charged against the unsuc- 
cessful parties (the contestants in the case 
before the court). In reaching this de- 
cision, the court said that it thought its 
holding “will tend to prevent abuse and 
much good will be accomplished by pre- 
venting will contests of little or very doubt- 
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ful merit being launched. It is common 
knowledge that deep enmities are readily 
kindled among relatives who engage in con- 
troversies over estates and those dissatis- 
fied with the will would likely launch con- 
tests without merit, feeling safe and secure 
in so doing if the costs of such contests are 
taxable against the estate.” 


a 


Wills—Probate: Revocation of Decree 
Allowing Will 


Massachusetts—Supreme Judicial Court 
Kelley v. Peters, 1937 A. S. 1809, Dec. 30, 1937. 


Petition to revoke decree allowing will 
and to be allowed to withdraw assents to 
it. The petitioners were the two daughters 
and sole heirs of the testator. The will 
left the bulk of the estate in trust for them 
for life, with remainders to their issue, etc. 
On their own story it appeared that the 
will was read to them by the executor im- 
mediately after the funeral (when they 
claimed they were tired and upset), and 
that a few days afterwards they signed a 
paper at the request of the executor’s 
secretary, the paper being a petition for 
probate and their signature being an as- 
sent thereto; that a few days later one of 
them went to the probate court and read 
the will, and learned that a citation had 
been issued returnable on February 9. On 
January 27 they received a copy of the 
will from the executor, and engaged coun- 
sel, but he learned that the will had been 
allowed on January 20, without citation. 
The petitioners also claimed the executor 
committed a fraud on the court in conceal- 
ing the facts that the will was induced 
by undue influence and that the testator 
was of unsound mind. 

HELD: That as there was no misrepre- 
sentation as to the contents of the will, and 
it was allowed on assents given by the 
petitioners untainted by false representa- 
tions or concealment, the probate judge was 
right in denying the petition for revocation. 

The court further said that in passing 
on a petition of this sort it does not give 
consideration to the question whether or 
not the petitioners would have a good de- 
fence to the probate of the will, unless it 
first appears that in all the other circum- 
stances of the case the petitioners are en- 
titled to prevail. 

Statements by Counsel—Where matters 
are heard on statements of counsel only, 
if there is no controversy concerning the 
facts, or if as a result of the discussion 
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material facts not in dispute are elucidated, 
then the court may take those facts as 
agreed for the purpose of the trial and de- 
cide the case accordingly. But where the 
facts are disputed, the judge is not war- 
ranted in weighing conflicted statements of 
expected proof and choosing between them, 
without receiving evidence to determine 
where the truth lies (citing Dwyer v. 
Dwyer, 239 Mass. 188, 190). 


———$ $9 


Wills—Probate — Widow Electing to 
Take under Will Cannot Later Re- 
scind 


Illinois—Appellate Court 


DeRonchi v. The Northern Trust Company, 292 III. 
App. 136. Z 


Widow consulted counsel and was advised 
that a post-nuptial contract was valid and - 
binding and that she was under duty to 
elect to take under the will of testator or to 
take nothing. Acting on said advice widow 
elected to take under will. Later widow 
consulted other counsel and was advised 
that because of the circumstances under 
which the post-nuptial contract was signed, 
said contract was not binding and was void- 
able and that if no election had been made, 
she would have been entitled to receive sta- 
tutory share of the estate. Thereupon wi- 
dow filed a bill for leave to renounce the 
will and for an adjudication of her rights 
in husband’s estate. 

HELD: Bill properly dismissed. Wid- 
ow’s failure to file a renunciation within 
the time permitted by law is presumed to be 
an election to accept under the will. In or- 
der that there may be relief, there must be 
allegations which would indicate fraudulent 
conduct of the defendants which persuaded 
her to sign the contract. 


a ( 


The United States Treasury does not have 
to continue to pay interest on gold bonds 
which it has called for redemption in ad- 
vance of their maturity dates, according to 
a decision of the United States Supreme 
Court on December 13. 

Justice Cardozo, writing the majority 
opinion, said the Secretary of the Treasury 
did not act in excess of his legal powers 
in issuing the calls. The dissenting justices 
declared it “gave effect to an act of bad 
faith and upheld patent repudiation.” 
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